INDEXED 


The SOUTHERN 
ECONOMIC JOURNAL 


Volume VII JULY, 1940 Number 1 














CONTENTS 


The International Tobacco Trade in the Seventeenth Century 
Stanley Gray and V. J. Wyckoff 

Security Regulation and the Volume of New Issues 
Wilford ]. Eiteman 
Dynamic Theory of Employment Montgomery D. Anderson 





Unemployment Compensation Experience in the South 
W. R. Curtis 
Recent Contributions of John R. Commons to Economic 
Thought Samuel Elliott Cranfill 


Book Reviews 
By Herbert von Beckerath, James Gilbert Evans, J. J. Spengler, Louis W. Lohr, 
Albert S. Keister, Orba F. Traylor, E. M. Bernstein, Ervin K. Zingler, John 
Thom Holdsworth, Clarence E. Bonnett, Frank T. de Vyver, Burton R. Morley, 
John J. Corson, Charles P. Anson, J. Ross Junkin, William A. Carter, Ellwood O. 
Dille, Earl A. Saliers, C. T. Devine, Walter W. Jennings, O. C. Ault 


State News 112 


By H. H. Chapman, John B. McFerrin, Burnham P. Beckwith, Rodman Sullivan, 
S. A. Caldwell, Roscoe Arant, J. Maynard Keech, G. H. Aull, Ralph C. Hon, 
George T. Starnes 


Personnel Notes 125 


Notes 128 


Books Received 129 





A JOINT PUBLICATION OF THE SOUTHERN ECONOMIC ASSOCIATION 
AND THE UNIVERSITY OF NORTH CAROLINA 


Published Quarterly at Chapel Hill, N. C. 


Copyright, 1940, by the Southern Economic Association 








Volume VII, Number 1 


July, 1940 


The SOUTHERN ECONOMIC JOURNAL 


A JOINT PUBLICATION OF THE SOUTHERN ECONOMIC ASSOCIATION 
AND THE UNIVERSITY OF NORTH CAROLINA 


Published Quarterly at Chapel Hill, N.C. 





BOARD OF EDITORS 


E. M. BrErNsTEIN 
University of North Carolina 
Chapel Hill, N. C. 

T. C. BicHam 
University of Florida 
Gainesville, Fla. 

A. S. Keister 
The Woman's College 
University of North Carolina 
Greensboro, N. C. 


M. C. LEaGerR 
North Carolina State College 
University of North Carolina 
Raleigh, N. C. 


H. L. McCracken 
Louisiana State University 
University, La. 

E. Z. PALMER 
University of Kentucky 
Lexington, Ky. 


MANAGING EDITOR 


G. T. ScHwENNING 
University of North Carolina 
Chapel Hill, N. C. 


CORRESPONDENTS 


Alabama—H. H. CuapmMan 
Florida—Joun B. McFerrin 


Georgia—Burnuam P. Beckwitn 


Kentucky—Ropman SuLLIVAN 
Louisiana—S. A. CatpwELL 


Mississippi—Roscoz ARANT 
North Carolina—J. M. Kegcu 
South Carolina—G. H. Aut 
Tennessee—Ratpn C. Hon 
Virginia—Gerorce T. Srarnes 





The Southern Economic Journal is published four times a year, in January, 
April, July, and October, at Chapel Hill, N. C. The subscription price is 
$3.00 per year, $1.00 for single copies, and 75 cents each for back numbers 
prior to Vol. II, No. 3. A special rate of $2.00 is granted to members of 
the Southern Economic Association. 


All communications should be addressed to the Managing Editor, P. O. Box 
389, Chapel Hill, N. C. 








Entered as second-class matter May 11, 1936, at the Post Office at Chapel Hill, North Carolina, 
under the act of March 3, 1879, section 520, P. L. & R. 


Printed by the Waverly Press, Inc., Baltimore, U. S. A. 

















Votume VII NuMBER I 


The SOUTHERN ECONOMIC JOURNAL 
July, 1940 . 


2, 


THE INTERNATIONAL TOBACCO TRADE IN THE 
SEVENTEENTH CENTUR Y* [tar 
HE N 


STANLEY GRAY ; 
U.S. Naval Academy 


AND 


V. 8 WYCKOFF a tN POUN 
University of Maryland , rhea 

The economic life of the seventeenth century in Europe was 
characterized by the cross movements of a transitional period. 
With the rise of the national states there were at least two groups 
of problems: those arising from the remains of the decentralized 
economy of the Middle Ages; those with their origins in the rest- 
lessness of the rising class of capitalist-adventurers. 

Different nations had their own procedures. England's inter- 
nal political problems and her monopolistic trading companies 
delayed the construction of a national colonial policy until the 
end of the century, although the form of that policy was indicated 
by the Navigation Acts. France under Colbert in struggling to 
recover from the extravagances of absolute monarchs became 
wrapped in the web of mercantilism. The Netherlands were 


*The material for this paper with few exceptions comes from the research of Stanley 
Gray; it was a part of the work done for his graduate degree at Harvard University. Knowl- 
edge of studies relative to the seventeenth century history of America convinced me of the 
importance of Mr. Gray's research and the desirability of making available parts of his 
manuscript. Because I have condensed the material and contributed some supplements he 
has kindly allowed joint authorship. Independent research in American colonial history 
particularly for the tobacco colonies permits me to assume equal responsibility for the trend 
of the data and the general conclusions. My work in large part was made possible by a 
generous grant-in-aid in 1939 by the Social Science Research Council. V. J. W. 
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2 STANLEY GRAY AND V. J. WYCKOFF 


losing ground to more centralized governments. But they fought 
with retaliatory tariffs against the French in 1667, 1671 (slightly 
modified by the peace of Nimeguen in 1678), and they continued 
to out-trade though not out-shoot the English wherever their 
ships sailed the same waters. Spain and the states of Germany and 
Italy regulated commerce according to internal needs and external 
pressures. Barbarous Russia was practically isolated until the 
end of the century. Thus the nations had in common with vary- 
ing degrees of emphasis the policy of regulation both of the 
economic activities within a country and of the foreign com- 
merce. 

The purpose of this study is to present one field of that regula- 
tion, namely, the international tobacco trade during the seven- 
teenth century. Although no attempt will be made to work such 
material into an economic history for that century, the connections 
are numerous and will be made by the reader. 


T 
i 


For a hundred years after the introduction of tobacco in Europe 
in the middle of the sixteenth century its use met various kinds of 
opposition. Royal disapproval was expressed in England with 
the physicians and clergy divided in attitudes. Prohibition of 
the use of the leaf in Russia was supported by cruel penalties, and 
except for Holland, Italy, Spain, and Portugal the official inclina- 
tion of Continental Europe was toward exclusion. 

But such restrictions upon the use of tobacco soon proved to be 
futile as a result of the resistance which was met everywhere. 
People smoked in increasing numbers, defying their sovereigns, 
who soon saw that more practical policies were needed. Thus 
prohibition was abandoned for regulation, which took many forms 
rooted in turn in several theories: first, the theory that tobacco 
as a luxury product could bear and ought to bear a heavy tax; 


1 Except for the statutes, orders, etc., of the respective states and exhortations contem- 
porary with that period, the following are among the more useable references for the regula- 
tory policies of the seventeenth century: Adam Smith, Wealth of Nations, Book IV, Chaps. 
2, 3, 8; Adam Anderson, The Origin of Commerce, Vols. I1, 111; David Macpherson, Annals of 
Commerce, Vol. Il; Charles F. Bastable, The Commerce of Nations, chap. 4; Lawrence A, Harper, 
The English Navigation Laws, chaps. 19, 20. 
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second, the doctrine of mercantilism that a nation including its 
colonies should be as nearly self-sufficient as possible. The first 
was present in every instance of regulation. The extent to which 
mercantilism influenced state action depended upon the possession 
or lack of valuable tobacco growing areas. But the motives of 
rulers were nearly always mixed. 

Nor can the form of regulation be neatly ordered® The ‘‘nor- 
mal’’ pattern of state action is found in a transition something like 
the following: from prohibition to state duties on relatively un- 
supervised tobacco shipments; from duties to a monopoly of trade 
or manufacture farmed out to private persons; from private farm 
to state monopoly. But regulation rarely followed this pattern 
exactly. The simplest division seems to be between those states 
which remained content (at least in the seventeenth century) 
with the imposition of duties, and those which went on to create a 
tobacco monopoly either private or state. 

In the first division are found only two commercially important 
nations, Holland and the Spanish Netherlands.? Holland was 
committed to very low tariffs and in the case of tobacco did not 
depart from the principle. The earliest duty in Holland proper 
(the only one of the seven Dutch provinces important in the 
tobacco trade) was established in 1621. Two burghers of Am- 
sterdam, in return for an annual payment of 30,000 gulden, were 
granted the privilege of collecting six stuivers on every pound of 
tobacco imported. That impost, equal to about 7d. in English 
money, was well below the current duty in England and certainly 
was not exorbitant.? In 1654 an ordinance was enacted which 
remained the model for Dutch regulation. Virginia tobacco‘ 
was to pay one stuiver a pound, Caribbean leaf and that from the 
neighboring United Provinces half as much, Brazilian two stuivers, 
and the high quality Varinas from Venezuela three stuivers. No 


2 Ephraim Lipson, The Economic History of England, Il, 9-10, cited many English writers 
who envied Dutch prosperity and analyzed the reasons for it. 

3K. H. de Haas, ‘‘De 100 Kinderjaren van onzen Tabakshandel’’ (reprint from Néeuwe 
Rotterdamsche Courant, February 13, 1911), pp. 2,3. In the 17th century the gulden or florin 
of 20 stuivers equaled 2 shillings sterling—lLewes Roberts, Merchants Mappe of Commerce, 
chap. 180. For English duties see the latter part of this paper. 
4 The designation of ‘‘Virginia tobacco’’ includes Maryland leaf. 
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duty was laid on tobacco going through Holland; the collection 
of the duties was farmed.§ 

Also in Flanders no farm or government monopoly existed, and 
tobacco duties were even lower than those established in Holland. 
The rates varied in the different provinces, Namur, Brabant, 
Luxembourg and so forth, and depended on the source, the destina- 
tion of the cargo, and the quality of the leaf. Two examples of 
the sometimes absurdly low rates will suffice. Under a decree of 
1670 Virginia tobacco entering or leaving Flanders by way of 
France paid six-tenths of an English penny per pound.* The tariff 
of 1683 for the province of Namur provided for the following 
levies on American colonial leaf going up or down the Rivers 
Meuse and Sambre: seven-tenths of an English penny on tobacco 
imported for Flemish consumption, half as much on that exported 
or shipped in transit.’ 

Had the other governments of Continental Europe been as mod- 
erate in their fiscal regulations of tobacco as were the rulers of 
Holland and the Spanish Netherlands, the Virginia and Maryland 
planters would have had little cause for complaint. But such was 
not the case. Very high taxes and the Italian innovation of the 
appalto, or farm, sometimes evolving into a state monopoly, 
early became the rule; the results were to raise the prices and re- 
strict the market. 

With the possible exception, discussed below, of the King of 
Spain, the Duke of Mantua seems to have been the first ruler to 
hit upon the idea of securing a revenue free of risk and trouble by 
giving to a private person for a fixed payment the monopoly of 
the import and sale of tobacco in his duchy.* The success of the 


5 Registers der Resolutien van de Heeren Staaten van Holland en West-Vriesland, March 11, 1654. 
Later ordinances of Holland varied in details but the principles and administrative practices 
did not change. The impost on Virginia leaf was ultimately reduced to one-tenth stuiver a 
pound, a sum which could not have curtailed consumption. One other tax existed, an 
excise of one stuiver per pound on all leaf tobacco, and six stuivers on Varinas leaf, to be 
collected from the retailer by the tobacco farmer. But even this excise could not have been 
an onerous addition to the cost of the manufactured product.—Ibid., the laws under dates 
of August 8, 1664; September 22, 1665; December 22, 1672; August 17, 1674; September 12, 
1676; September 17, 1678. 

© Livre des Placcarts . . . et Decrets. . . . Compilées par Joseph Michel Wouters .. . , p. 37- 

‘Ibid., pp. 231, 235. 

8 Count Corti, A History of Smoking, p. 151. 
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experiment, at least from the Duke’s point of view, was apparent, 
and one after another of the various Italian states abandoned 
simple import duties in favor of the more lucrative monopoly 
system. Furthermore, in order to insure a complete monopoly 
most of the states restricted or prohibited the cultivation of do- 
mestic tobacco because it could be more easily bootlegged.* In 
Venice the appalto was so successful financially that it became a 
model for monopolistic control elsewhere in Europe. Only a few 
communes were permitted to grow tobacco, which had to be sold 
to the farmer who had the exclusive privilege of importing, manu- 
facturing and selling.'° 

In Lombardy and Naples the rulers proceeded immediately from 
the import duty system to a government monopoly, omitting the 
private farm experiment. The stringency of regulation may be 
illustrated by the Neapolitan law to the effect that the importer 
of tobacco must deliver it within 24 hours to the government 
officials, accepting a price arrived at by agreement. Because there 
was only one legal customer and the ship captain would be loth 
(indeed, probably would not have been permitted) to reload his 
cargo and sail to other markets, this provision doubtless resulted 
in a government dictated price.11 From Italy the device of the 
farmed monopoly spread and, naturally, first to the Tyrol, that 
portion of the Empire nearest to Venetia, where Emperor Leopold I 
by 1670 established a monopoly." 

In Bavaria the prohibition of the use of tobacco was removed in 
1665. Four years later, spurred on by the financial needs of the 
Elector, the Estates adopted a scale of import duties levying the 
equivalent of four pence halfpenny English on each pound of the 
‘“*best’’ (Virginian and Brazilian tobacco) and half as much on the 
‘“‘worst’’ (German).!* There was also an expressed desire in this 
action to protect the Bavarian growers whose numbers and crops 


® Orazio Comes, Héstoire, Geographie, Statistique du Tabac, pp. 87-94. 

10 Corti, op. céf., p. 151. 

11 [bid.; Phillipus Dei Gratia Rex, Pragmatica circa Ius probibendi del Tabacco, Potter Collec- 
tion, Harvard Library. Dr. R. G. Woolbert of the Council on Foreign Relations was kind 
enough to abstract this edict. 

2 Corti, op. cét., pp. 152-158. 

18 The impost was 10 gulden per 100 pounds. The German gulden was roughly equal 
to 38. 9d. sterling, Roberts, op. cit., chap. 206. 
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had been increasing rapidly since 1665. But frauds coupled with 
an occasional refusal to pay those duties reduced the proceeds to a 
tenth of the sum expected; therefore, the Elector turned to the 
device found so effective in Italy and Austria. One citizen was 
given the monopoly of the importation, manufacture and sale of 
tobacco including the exclusive right to purchase the domestic 
crop. He was to pay no duties on imports, but had to pay a flat 
sum beginning at 4000 florins per year into the exchequer of the 
Elector.14 That arrangement proved enormously profitable for 
the farmer, whose fortunes, however, received an apparent set- 
back when in 1691 the state took over the monopoly. But the 
farmer was retained as the salaried manager of the state monopoly, 
and because he had acquired control of most of the domestic pro- 
duction during his tenure of the monopoly, the state found itself 
paying its employee such high prices for tobacco that profits were 
very small. In time the man was dismissed and from 1699 to 
1704 the tobacco monopoly was managed by a government coun- 
cil.15 

In Wiirttemberg the use of tobacco remained forbidden as late 
as 1687 when, hoping for a sizable revenue and wishing to stimu- 
late local tobacco growing, the Duke established import and 
excise taxes. Only licensed persons were permitted to engage in 
the trade. In 1700 Peter Kornmann was granted a monopoly of 
tobacco manufacture with the understanding that he would en- 
courage local crops and cease importing foreign tobacco as soon as 
domestic production met the demand. Because of foreign compe- 
tition and other difficulties that arrangement actually served to 
decrease the acreage planted in tobacco. To remedy the situation 
a complete monopoly of trade as well as of manufacture was given 
to Kornmann and an associate in 1709.% That private monopoly 


14 J. Micheler, Das Tabakwesen in Bayern bis zur Einfubrung eines Herdstalttgeldes, pp. 7-16. 

18 Ibid., pp. 31 ff. There can be little doubt that the use of tobacco especially from 
Virginia and Maryland was seriously restricted by such Bavarian policies. At the end of 
the century the Bavarians were consuming not more than a pound of tobacco per head per 
year, about half the rate at which it was used in England. The monopoly was abolished 
in 1717.—Ibid., pp. 51, 58-63, 69, 70. 

16 Luickh, Das Tabakmonopol in Wiirttemberg, pp. 1-4. A price-fixing provision, presum- 
ably to prevent exploitation of the consumer, was contained in a later agreement; the result 
is not known. 
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existed until 1735; with the change in policy after that date we 
are not here concerned. 

Leaving the Germanies, lack of data for which prevents de- 
scription of the fiscal policies of the remaining states although the 
trend of the regulatory methods has been indicated, the next state 
of interest is France. Here the history of tobacco control went 
through two phases divided quite sharply by the date September 
27,1674. After the usual early attempts to prevent any use of the 
leaf, the first period was characterized by the use of import duties 
usually without other control. It was apparent that the sale of 
any considerable quantity of Virginia tobacco in France was made 
impossible by two facts: many districts were capable of producing 
large crops of the plant probably of fair quality or better;” and 
the scale of duties must have made the price of imported tobacco 
nearly, if not absolutely, prohibitive. 

The first duty of 30 sols or 3s. sterling per pound of 1629, and 
even the revised duty of 7 sols (8d.) fixed in 1632, was clearly too 
high to permit much importation when a duty-free domestic leaf 
was at hand. The same thing might be said of the duty of 1664 
which taxed all foreign tobacco the equivalent of 3yod. per 
pound and French colonial tobacco about one-third as much. 
There were in addition to these national imposts a variety of local 
taxes, some of them quite high. For instance the towns of Aix, 
Marseilles and Toulon were permitted to collect 6 d. on each 
pound of tobacco entering their respective jurisdictions for the 
benefit of their hospitals.* 

The tariff of 1664 remained in force (at least research shows no 
change) until well into the eighteenth century, but on September 
27, 1674, the King made a drastic change in his system of regula- 
tion. He granted a private monopoly of the manufacture and sale 
of tobacco. Any person could import tobacco on payment of the 
duty, but he must deliver it to the farmers who naturally were in 
a position virtually to fix their own price. Furthermore, domestic 


17 By far the greater part of French tobacco consumption, estimated in 1630 at 2,000,000 
pounds a year, was domestic leaf. That almost exclusive use of home-grown tobacco con- 
tinued to 1674, see Jacques Bonneau, Legislation francaise sur les tabacs sous T' ancien regime, 
PPp- 12, 13, 14. 

18 Ibid. 
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growers had to sell only to the farmers unless they wished to ex- 
port, and the farmers saw to it that there were many difficulties 
put in the way of free exportation. The expected and, doubtless, 
realized effects of this monopoly may be judged from the prices 
which the farmers were permitted to charge: 40 sols or 4s. sterling 
per pound wholesale for foreign tobacco, and 20 sols for domestic 
and French colonial. The first price, about eight times the 
London wholesale price for the best Virginia leaf in the year 
1674, was surely exorbitant enough to account for the fact that the 
average Frenchman developed the snuff habit, which use of 
tobacco was more economical than smoking. Under such dis- 
couragement of high prices he was consuming only one-tenth of a 
pound of tobacco in any form at the close of the century.!® 

By 1697 the tobacco farm was paying into the King’s treasury 
1,500,000 livres in addition to import duties which in 1703 were 
computed at 100,000 livres. In 1714 the rent of the farm amounted 
to 2,000,000 livres or about 200,000 pounds sterling, roughly 
equivalent to the income of the English exchequer from tobacco 
duties, although French consumption of some 2,500,000 pounds 
weight was only one-fifth of that of England.*° 

The Russian market, likewise, was virtually closed to English 
colonial tobacco during most of the seventeenth century by the 
harshly and strictly enforced prohibition which the czars main- 
tained backed by the ecclesiastical authorities.24 Then in the 


19 Ibid., pp. 17, 92, 93- Had the price in France been kept to a reasonable level it is 
conceivable that the French rate of consumption might have increased to the point where 
Virginia tobacco could have been sold in much greater quantity in spite of the competition 
of domestic leaf and a high tariff barrier. This is mere conjecture. Historically the fact 
remains that the French government in various ways throughout the seventeenth century 
prevented the Virginia and Maryland planters from satisfying the potential demand of 
20,000,000 Frenchmen. 

Certain districts, ¢.g., the French counties in Flanders and the Franche-Comté, were never 
included in the tobacco farm, but they had special taxes and farms, ébid., p. 124. 

20 The farm had been joined to the Fermes-Unies in 1691,—Table Chronologique des Edits... . 
Rendus depuis 1629 jusq'a present, concernant La Ferme Generale du Tabac, pp. 39, 62; Bonneau, 
op. cit., pp. 27, 92. The restrictions placed on the marketing of domestic leaf encouraged 
illegal trade which in time led to limitations by the King’s Council on tobacco cultivation 
in France,—ibid., pp. 36, 75-83. See the subsequent tables for tobacco exports from England 
to France. 

21 Carl Hartwich, Die Menschlichen Genussmittel, p. 72; F. W. Fairholt, Tobacco; Its History 
and Associations, p. 193. I have found no record of any English tobacco exports to Russia 
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closing years of the century it seemed for a time that Fortune 
through her agent Peter the Great was about to smile on the 
American planters and English merchants by opening an extensive 
new market. 

Czar Peter’s first act of recognition of western tobacco interests 
was to allow a Dutch trader to import some leaf into Russia. 
Then Peter's trip to the Netherlands in 1697 brought him to the 
sphere of English influence, and after William III and the Marquis 
of Caermarthen had in their own ways entertained the Emperor 
in London an agreement was reached.** 

The contract between the Czar and the Marquis of Caermarthen, 
signed on April 16, 1698, was in some ways a very curious docu- 
ment.2* Inevitably the Czar would receive a considerable addition 
to his revenues with no risk involved. On the other hand the 
English merchants associated with Caermarthen gambled heavily 
on the probability that the Russian demand would be large to 
begin with and would expand at an enormous rate. They gambled 
also on the probity of a ruler and of his favorites. The contract 
was for seven years, but could be resigned by the English at the 
end of two years. They were granted the exclusive right to im- 
port tobacco; however, they were bound to bring 3,000 hogsheads 
into Russia by September, 1699, 5,000 the next year, and 1,000 
hogsheads added to the quota for each year thereafter. The 





before 1698, with the exception of 1,142 ibs. in 1679,—S. G. See statistical tables for exports 
to Russia, 1698-1715. 

Trading ‘‘privileges’’ had been granted to English merchants by various Russian emperors 
starting in 1556. The last date for such a grant was 1628; it closed the commerce between 
the two countries before tobacco became an important item in England's exports. In 1676 
the Muscovia Company in England urged the Privy Council to induce the King to send a 
special envoy to congratulate the new Emperor of Russia on his accession and to remind him 
of his father’s promise to restore the company to their ancient privileges once peace was 
established between the King of Poland and Ghann the Tartar. Peace existed, and the re- 
quest was made, apparently without success.—Colonial Office, Mss. (Public Records Office, 
London), 388:1, 6Br4-16. V. J. W. 

2 For events leading up to these negotiations,—Calendar of State Papers, Colonial Series, 
America and West Indies, Vol. 1681-85, pp. 127, 160; Historical Manuscripts Commission 
Reports, Manuscripts of the Marquis of Bath, III (1908), 148, 149, 150. 

28 Additional Manuscripts (British Museum) no. 37354, ff. 82-85. Caermarthen was 
merely the dummy head of a syndicate, trading his title for a share of the profits. The 
Heathcote brothers, Stratford, Haistwell, and other active merchants in tobacco furnished 
the brains and the capital for the enterprise. 
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import duty was to be 4 copecks (roughly 4d.) a pound weight, 
and the contractors had to pay £12,000 as an advance on future 
duties, thus prepaying the tariff on 720,000 pounds of leaf. 

On his part the Czar promised to forbid all tobacco-growing in 
Russia except in Circassia where it might be grown only for local 
use. All Russian subjects were to be permitted the use of tobacco 
and the Czar’s own officials should assist in the seizure of leaf 
imported by others than the English syndicate. In addition— 
an indispensable permission for the syndicate—the English mer- 
chants were to be allowed to buy any product of the country and to 
export it without paying duties higher than those paid by other 
foreigners.*> Then came the clause which put the English traders 
completely in the Czar’s hands and made their tenure of the con- 
tract precarious indeed. If anyone, English or otherwise, should 
at any time—the next day or the next year—agree to import into 
Russia more than 6,000 hogsheads and should pay down £20,000 
‘to oblige themselves to the due performance thereof,’ then 
Caermarthen and his associates must agree to the same conditions 
or resign their patent. 

The contractors set boldly about their work, bought Virginia 
leaf, employed 400 workmen to prepare it, and then ran into an 
obstacle which promised to blight all their hopes. The Russia 
Company of England, consisting of a half-dozen members, had 
lost its privileges in Russia in the middle of the century, but it 
still retained its English monopoly of trade to that country. 
The new tobacco contractors now sought admission to the com- 
pany but were refused because they were not disposed to share 
their rights under the new contract with the existing members. 
Parliament in the end was induced to relax the admission require- 
ments of the company and to provide that any freeman who paid 
a {5 fine might become a member.?® In the meantime the con- 
tractors had been forced to ship their tobacco by way of Holland 


%4 Ibid., no. 28945, ff. 94, 95. 

25 Ibid., no. 37354, ff. 71b-74. 

26 There are numerous items concerning this controversy: C. O. 388:6 B14-16, 38, 39, 69; 
C. O. 388:7 A-11, etc.; Tracts Relating to Various Trading Companies, XI, nos. 111, 112, 
115-117 (this is a scrap-book of printed tracts, British Museum); Proclamations, Declara- 
tions, Political Tracts, Etc., XIV, nos. 21, 22 (a similar scrap-book, B. M.); C. S. P., Col., 
1699, no. 27; see C. M. MacInnes, Early English Tobacco Trade, p. 176. 
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and Sweden, paying transit duties which added to their costs. 
Only 87,014 pounds were sent directly to Russia the summer of 
1698, compared with 1,215,507 pounds the next year and 1,450,309 
pounds in 1700.27 

Prospects were good for both the London merchants and the 
Virginia planters; however, within a year English diplomacy 
was being called on to rescue the London syndicate from the re- 
sults of their overzealous spirit of enterprise. The company 
apparently imported into Russia the 3,000 hogsheads required by 
the contract in the first year, but handled only 2,000 in the second 
year, and then realizing that they had entered upon a bad adven- 
ture abandoned their contract at the end of the two-year period.?* 
Thus ended a hopeful adventure in “‘dollar diplomacy!’’ The 
fiscal policy of the Czar, like that of the French kings, had closed 
to the tobacco planters in America a vast potential market the 
loss of which rankled all the more because of the promise held out 
by the contract of 1698. 

In Norway and Denmark tobacco regulation followed the typical 
course; a detailed account cannot be given because of lack of data. 
Christian IV prohibited the use of tobacco in Norway (and prob- 
ably in Denmark) in 1632. The prohibition was repealed in 
1640 and three years later a duty of 2 marks (roughly 2s. sterling) 
per pound was imposed.?® This duty varied during the rest of 
the century; in the 1690’s it was approximately 7d. sterling.*° 
Relative to the method of collection it was reported by the Dutch 
minister that the King of Norway in 1669 had adopted the device 
found so profitable elsewhere and had farmed the duties.*! 

Five years earlier somewhat similar measures for the control of 


27 See statistical tables. 

28 Tt was evident that the company had not fulfilled the terms of the contract in the 
second year. They asserted that the Czar on his part had from the first violated nearly every 
promise he had made. Diplomatic efforts by the English continued to about 1708 when the 
Czar established a Russian tobacco monopoly supported by a virtually prohibitive tariff.— 
Add. Mss., no. 28945, ff. 77-80, 94-102; no. 37354, ff. 24, 25, 77, 78; NO. 37355, ff. 291b, 292; 
no. 37356, ff. 35, 69, 70; MO. 37357, f. 373. The tobacco import duty was raised in 1717 
from 5 to 15 copecks per pound weight.—Resolutien van de Heeren Staaten van Holland..., 
May 22, 1717. 

29 Christian Gierloff, Tobakkens Kronike, pp. 55, $7, 58- 

30 Tbid., p. 62. 

51 Resolutien, July 17, 1669. 








12 STANLEY GRAY AND V. J. WYCKOFF 


tobacco had been established in Portugal by the formation of a 
monopoly. Rather fragmentary figures for the tobacco trade to 
that country bear out the statement by Micajah Perry, one of the 
most important English tobacco merchants, that by 1706 foreign 
tobacco imports had succumbed to the official policy of exclusion.** 

Spain, on the other hand, bought a surprisingly large part of 
the tobacco she used from England, some 2,500,000 pounds weight 
per year by the end of the seventeenth century. Although by 
1724 Spanish consumption had reached 3,500,000 pounds, the 
American plantations did not profit because by that time English 
tobacco had been excluded.** Spanish regulation of tobacco was 
as drastic as the harsh ordering of the rest of imperial affairs. 
All tobacco had to be sent to Seville.** A monopoly was very 
early discussed by the Cortes, but rejected in favor of an import 
duty on all tobacco of 3 reals, or 1s. 6d. per pound imposed in 
1636.*5 The lucrative Spanish market, second only to the Dutch, 
was abruptly closed to Englishmen by a decree of 1701. Virginia 
tobacco was barred from the kingdom, and that quantity of it 
remaining in Spain at the end of two months was to be burned.** 
English exports shrank to nothing. In 1717 tobacco was made a 
royal monopoly. *” 

The tobacco duties and monopolies of Continental Europe 
inflicted heavy damages upon the Virginia and Maryland planters, 
though the losses cannot be definitely measured. The effects were 
twofold: by raising retail (but not wholesale) prices they narrowed 
total consumption; by fostering domestic production they pre- 
vented the American tobacco from supplying as much of the exist- 
ing demand as it might have done under a more moderate system 
of regulation. 

Just what success had English diplomacy in maintaining and 
widening the markets for tobacco from her New World colonies? 


32 Bonneau, op. cit., p. 15; C. O. 521315, no. 26. See also the statistical tables. 

33 See the statistical tables; Geronymo de Ustariz, The Theory and Practice of Commerce 
(translated by John Kippax), II, 338. 

*R. D. Hussey, The Caracas Company, 1728-1784, p. 107; A. Oppel, “‘Enstehung und 
Niedergang des Spanischen Weltreiches . . . '’, Sammlung gemeinverstandlicher wissenschaftlicher 
Vortrage, Neue Folge, XII, Serie Heft 265-288, p. 546. 

35D. E. Delgado y Martin, La Renta de Tabacos, p. 20; Memoria sobre El Tabaco, pp. 3, 4- 
36 C. O. 388:8; Add. Mss. no. 34335, ff. 101, 102. 

#7 Hussey, op. cit., p. 207. 
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As might be supposed English merchants petitioned the govern- 
ment for aid. The exertions in Russia have been described. A 
treaty with Denmark at the end of the First Dutch War in 1654 
removed the preference in Sound Dues which the Dutch had en- 
joyed since 1649.** Other successes might be found, but in general 
there was a repetition of the fruitless negotiations experienced in 
Russia. In Italy where, according to English traders, ‘‘the Farm 
of Tobacco is so Rigorous, makes it Equivalent to a prohibition,’’** 
England’s ministers got nowhere. The treaty of 1669 between 
England and Savoy granted the English many concessions, but the 
tobacco monopoly was maintained inviolate.4° Against the Span- 
ish prohibition of 1701 were directed the abilities of the great 
Schonenberg, personal friend of William III, but Spain under the 
domination of Louis XIV was adamant.‘ 

Even the Treaty of Utrecht, otherwise a highly favorable peace, 
brought no gain to the Virginia planter, a ‘‘most favored nation”’ 
clause being the only concession with respect to tobacco. It 
was proposed, in a supplementary convention, that the French 
farm be abandoned, but the balancing terms would have included 
such sweeping privileges to French imports into England that 
Parliament balked at the passage of the necessary legislation.‘ 

In short, diplomacy was powerless to break down or even to 
lower the wall of imposts and restrictions that dammed the tide 
of Maryland and Virginia leaf. It was the inescapable misfortune 
of those planters that their sole product could be grown in Europe 
and that rulers viewed it as a legitimate object of rigid control 
and heavy taxation. Those facts added to the prevailing mer- 
cantilist theory were a major cause of the general poverty of those 
two American colonies in the seventeenth century. 


II 


Whether or not tobacco regulation by England affected the 
prosperity of Virginia and Maryland more than did the control 


38 George L. Beer, The Origins of the British Colonial System, 1578-1660, pp. 373, 375+ 

89 C. O. 388:16, nos. 44, 67. 

40 Frances G. Davenport, European Treaties Bearing on the History of the United States and its 
Dependencies, Tl, 171. 

41 Ibid., III, 31; Add. Mss., no. 34335, ff. ror, 102. 

* Davenport, op. cét., III, 218-221. 
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exercised by governments of the Continent, the fact remains that 
British regulation excited more attention at the time and has ever 
since. The regulation by England during the seventeenth century 
might well fall into three divisions: the application to tobacco of 
the Navigation Acts, the attempts to control the quantity and the 
quality of both domestic and plantation leaf, and the tobacco 
duties. 

Such competent interpretations of the substance and effects of 
the Navigation Acts are available that justification for further 
treatment seems lacking.‘* The trend of authoritative opinion 
indicates that such regulations had slight effect upon the quantity 
of tobacco produced and sold by the planters of the two American 
colonies. There was a redirection of shipping and, of course, 
a much greater emphasis upon the English nationality of crews 
and bottoms. But even on these counts the acts did not take firm 
grip on the plantation tobacco trade until the last decade of the 
seventeenth century when there was a reorganization of English 
administrative control over commerce and her colonies.‘4 As 
for the control of the quantity and quality of the leaf, the com- 
ments for the purposes of this article may be equally succinct.‘ 
It was not until the end of the seventeenth century that England's 
prohibitions of domestic cultivation of tobacco for commercial 
purposes were fully effective. In Virginia and Maryland it was 
generally recognized that too much leaf was being thrown on the 
market as well as too much trash mixed with the real tobacco in 
packed hogsheads. But after the abortive cessation laws of the 


43 G. L. Beer in his Origins and in The Old Colonial System, 1660-1754 has given an ex- 
tensive and accurate treatment of English tobacco regulation. Those interested in the min- 
utiae of the Navigation Acts from the legal point of view might well consult John Reeves, 
A History of the Law of Shipping and Navigation which remains the best work on the subject. 
Authoritative recent studies of this subject are Charles McL. Andrews, The Colonial Period 
of American History, Vol. IV; L. A. Harper, The English Navigation Laws. 

“4 The subsequent statistical tables for the tobacco trade partly reflect this tightening of 
customs administration. 

45 A proclamation by James on December 30, 1619, started the series of such attempts to 
stop the cultivation of the leaf within England, C. S. Brigham, ed., British Royal Proclama- 
tions Relating to America, 1603-1783, in ‘“Transactions of the American Antiquarian Society,” 
XII, 18-21. See also P. A. Bruce, Economic History of Virginia in the Seventeenth Century; Lewis 
C. Gray, History of Agriculture in Southern United States to 1860. 
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seventh decade nothing vital was done until the second quarter of 
the eighteenth century.*® 

English tobacco duties, the third form of tobacco regulation by 
the home government, can most conveniently be presented in 
tabular form. Inthe following summary roll tobacco, ‘‘canaster,”’ 
and other manufactured or semi-manufactured types of leaf have 
been omitted because they were imported in very small quantities. 
In each case the duty in the table is the total amount payable, and 
includes the Old Subsidy (5 per cent ad valorem on a valuation 
which was changed from time to time), New Subsidy, Additional 
Duty, or whatever other tariffs were in force in the year given. 

The English duties on foreign tobacco were so high that they 
virtually amounted to a prohibition placing such leaf, usually 
Spanish, in the class of costly luxuries. In addition there were 
the series of regulation forbidding domestic cultivation of the 
plant. Those two policies practically gave Virginia and Maryland 
a monopoly of the English market by the middle of the seventeenth 
century, by which time tobacco from other American areas had 
become unimportant in international trade. 

But were the duties on the colonial leaf high enough to curtail 
its consumption in the home country? From 1615 to 1715 the 
duties averaged 3.7d. a pound, a figure about the same as Conti- 
nental duties as has been explained. Other conditions, however, 
make this comparison with European practices somewhat mean- 
ingless. Every other government either permitted its citizens 
to grow tobacco, or created a farmed monopoly which raised prices 
to the point where the import duty was a minor part. England 
did neither. To be sure, the import duties were farmed until 
after the Restoration, but that was purely a fiscal measure. And 
the attempts of James I and Charles I to create monopolies in 
buying and selling were steadily opposed by the various groups 
concerned with the tobacco trade of Virginia, then Maryland, 


46.V. J. Wyckoff, Tobacco Regulation in Colonial Maryland; the basic Virginia law came in 
1730, William W. Henning, Statutes at Large; A Collection of the Laws of Virginia, IV, Acts of 
1730, chap. iii; for Maryland the date was 1747, Maryland Archives, XLIV, 595-638. The 
variations in tobacco shipments recorded in the subsequent statistical tables were almost 
entirely independent of colonial laws specifically affecting tobacco cultivated for the inter- 
national trade. 











STANLEY GRAY AND V. J. WYCKOFF 











TABLE I 
Import Dutrzs anD Drawsacxs on Lear Tosacco, 1604-1715 
Nl 
ves | vonnsow ronicco | Séati wase | venoms macys | _paawnacr om 
1604 6s. 10d. 
1608 1s. 2d. 
1615 1s. tod. 
1619 1s. 10d. 6d. (Va.) 
1620 1s. rod. 12d. (Va.) 
1623 1s. 10d. gd. 
1624 Forbidden gd. 
1631 28. 12d. gd. éd. 
1632 1s. 10d. 6d. 4d. 2d. 
1640 2s. 2d. 2d. 1d. 
1642 35. 2d. 2d. 1d. 
1644 — 6d. 1d. 1d. ual 
1660 — 6d. 2d. 2d. 14d. 
1685 Is. 5d. 5d. 43d. 
1697 1s. 6d. 5d. 5d. 43d. 
1703 28. 69d. 63d. 6. 16d. 
1708 | Is. 5d. 5d. 43d. 














Although a very real effort has been made to have this table accurate and based on 
reliable sources there remains the possibility of error, and for corrections we shall be 
grateful. At times the statutes allow misinterpretation because of the phrasing and the 
absence of punctuation, and there do not always exist subsequent official reports which 
are exactly pertinent to the duty in question. Limitations of space necessitate the 
omission of comments on the accuracy or meaning of some of the data. Shortly after 
1635 ‘Virginia tobacco” included leaf from Maryland. The year itself will be given 
to initiate the respective footnotes rather than an additional numerical key. 

1604. Sir Thomas Duffus Hardy, ed., Syllabus of ‘‘Rymer's Foedera,” 11, 834 (reference 
in Rymer, O. xvi. 601). Of this amount 2d. was the duty (known as poundage, or 
subsidy, or custom) and 6s. 8d. the impost. 

1608. Beer, Origins, p. 109, taken from the Patent Rolls, Mss., 6 Jac. I, July 28, 1608, 
and Customs Rolls, Mss., 912-915. The impost was reduced to 1s., the duty remained 
the same. 

1615. Beer, Origins, pp. 109, 112, taken from the Customs Rolls, 911-915, 667, 668; 
see also Henry Atton and Henry H. Holland, The King's Customs, pp. 72,75. Apparently 
to the 1s. 2d. was added a duty of 6d., but by a change in the valuation of tobacco in a 
revised Book of Rates (1611?) the duty on leaf tobacco became 4d. instead of 2d., making 
the new total 1s, 1od., and the duty on roll tobacco was raised to 6d. making a total 
charge of 2s. 
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1619. Susan M. Kingsbury, ed., The Records of the Virginia Company of London, I, 245, 
275, 281-284; Hening, Statutes, I, 64, 93, 105; Alexander Brown, The First Republic in 
America, pp. 167, 263, 268, 343; Beer, Origins, p. 111, using Customs Rolls 912. 

1620. Kingsbury, The Virginia Company, I, 290-292. 

1623. Ibid., Il, 58, 97-98, 297-300, 312-317, 335-340, 519-521; C. S. P., Col., 1574- 
1660, p. 45. 

1624. Hardy, ed., Rymer's Foedera, Il, 854, 855, 856, 869 (references in Rymer, O. xvii. 
621, 668, xviii. 19, 848). 

1631. Beer, Origins, pp. 170, 203-204, taken from Warrant Book, Mss., 32 and 
Customs Rolls 915. 

1632. Calendar of State Papers, Domestic Series, 1631-1633, pp. 276, 291; C. S. P., Col., 
1574-1660, p- 251. 

1640. Statutes of the Realm (1810-1835), 16 Car. I, c. 8, 12, 25, 29, 31, 36. 

1642. Beer, Origins, pp. 343-344; Atton and Holland, op. cét., p. 91. On March 17, 
1642, the value of Spanish tobacco was increased from £2 to £3 which at 5 per cent 
raised the duty from 2s. to 3s. 

1644. C. H. Firth and R. S. Rait, Acts and Ordinances of the Interregnum, 1642-1660, 
I, 208, 275, 361-362, 394-395, 611, 1040. No drawback was allowed. Both Beer and 
Stock wrongly interpret, I believe, the act of 1657 as reducing the excise on colonial 
tobacco from 3d. to 1d. a pound weight. It seems probable that their 3d. was the 
sum of the excise and customs. Beer, Origins, pp. 344, 403; Leo F, Stock, Proceedings 
and Debates of the British Parliaments respecting North America, 1, 144, 154, 245; for the 1657 
act, Firth and Rait, II, 847, 1187. V. J. W. 

1660. Statutes, 12 Car. II, c. 4, 5, 8. 

1685. Statutes, 1 Jac. Il. c. 4. This change in charges was continued by a series of 
acts: 2 Gul. & Mar., sess. 2, c. 5, 4 Gul, & Mar. c. 15, 7 & 8 Gul. III. c. 10, 8 & 9 Gul. 
III. c. 20, 9 Gul. III. c. 23, 1 Ann. c. 1., 7 Ann. c. 31, 8 Ann. c. 14, made perpetual by 9 
Ann. c. 15, and made to cease by 27 G. III. c. 13, etc. 

1697. Statutes, 8 & 9 Gul. III. c. 24. This act placed a further subsidy of 12d. on 
20s. valuation on all “Goods and Merchandizes”; this additional 1d. on English planta- 
tion tobacco (valued at 1s. 8d.) was subject to a drawback. It is my interpretation 
that on tobacco of the English plantations the additional duty of 1660 was first deducted; 
thus the 1697 charge was made up of the 1d. Book of Rates subsidy of 1660, the 3d. 
duty of 1685, and this further subsidy of 1697,—a total of 5d. V. J. W. 

1703. Statutes,2 & 3 Ann. c. 18. 

1708. Statutes, 7 Ann. c. 31. This act continued to August 1, 1716, the act of 1 
Jac. II. c. 4. (1685) which by various acts had been carried along to August 1, 1714. 
No mention was made of the continuation of the acts of 1697 and 1703. 8 Ann. c. 14 
continued 1 Jac. II. c. 4. to August 1, 1720, and then in 1710 this act was made per- 
petual, 9 Ann. c. 15. These calculations of the impositions under the acts of 1708, 1703 
and possibly 1697 do not agree with the interpretations of Lewis Gray in his History 
of Agriculture, p. 244. V. J. W. 
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YEAR PORTS IMPORTS EXPORTS 
England 25 
op London 16 
1610 England 5°-75 
1615-1616 London 55 
1617 London 70 
1618 London 85 
England 185 
1619 London 172 
Outports II 
1620 England 55 

















This table is based on various sources, the most important being the Port Books 
(manuscripts) examined by Mr. Gray at the Public Records Office, London, England. 
Citations to these books can always be recognized by the letter and number Ergo. 
The figures drawn from other sources are acknowledged in the footnotes of this table. 

The absence of the name of a port, or the use of a blank space under ‘‘Imports” 
or “Exports” does not indicate that there was no movement of tobacco, but simply 
that the writers have been unable to discover any reliable documents which give such 
information. In the manuscript reports the sources of the imports were often dis- 
regarded largely because the quantities of tobacco coming from places other than Vir- 
ginia and Maryland became relatively unimportant after 1640. Thus when ports of 
origin and quantities of the tobacco are given in the footnotes, the uncalculated balance 
is predominantly ‘‘ Virginian." 

And finally, because there will be at least a source reference for each year, the year 
itself will be given to initiate the respective footnote rather than an additional nu- 
merical key. 

1603. State Papers, Domestic, Mss., James I, IX, No. 1. This was for the 12 
months ending Michaelmas, 1603. Undoubtedly the tobacco was from Spanish colonies 
as was the greater part of the leaf to about 1624. In this and subsequent years the 
figures for ‘‘England’’ when given include the tobacco for specific ports listed under 
the same date. Quantities of tobacco under 1,000 lbs. are not used; and for amounts 
over 1,000 lbs. the figures in the footnotes are written to give the nearest even thousand 
pounds,—e.g., 1,000 lbs. would be 1. lbs. 

1610. Ibid. 

1615-1616. Beer, Origins, p. 109, taken from Customs Rolls 911; Abstract of the Pro- 
ceedings of the Virginia Company of London, 1615-1624 (ed. by R. A. Brock), I, 199, in 
Collections of the Virginia Historical Society, New Ser., Vol. VII. 

1617. Beer, Origins, p. 109, taken from C. R. 911. 

1618. Ibid., p. 110, taken from C. R. 912. 

1619. Farmers’ Accounts, Mss., (P.R.O.), E122:91:10. Of the London imports 
128. lbs. was Spanish as was all of the tobacco, in pudding form, for the 21 outports 
(places other than London) listed in the records. One entry at Plymouth was for 1.6 
Ibs., and several for .5 lbs., but most items at this port and others were smaller in amount 
and landed at irregular intervals. 

1620. Beer, Origins, p. 110, taken from C. R. 913-915. 
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TABLE Il—Continued 

















YEAR PORTS IMPORTS EXPORTS 
1622 England 62 
1623 England 215 
1624 England 253 
England 439 
1627 London 359 
Outports 38 
England 673 
1628 London 507 
Outports 33 
1637 London 1,537 
1638 London 3,134 
1639 London 1,345 
1640 London 1,257 
1644 Outports 40 10 
1645 Outports 7 





1622, Ibid. 

1623. Beer, Origins, pp. 120, 126, taken from C. R. 914. Of this amount 80. Ibs. was 
Spanish. From now on tobacco from Virginia rapidly became dominant in English 
imports of the leaf and in 15 years was augmented by Maryland crops. As previously 
mentioned, because of the preponderance of English imports from Virginia and Mary- 
land, only sources other than those two colonies will be mentioned whenever such 
data seem important. 

1624. Ibid., p. 134. 

1627. E122:230:7. (My calculations from these original detailed accounts give 
imports of 376. lbs. for England, 335. lbs. for London. V. J. W.) There is a figure of 
500. lbs. for Virginian tobacco brought to England; this seems excessive. Justin Winsor, 
Narrative and Critical History of America, Ill, 146. 

1628. E122:230:7. (My calculations for England are 553. lbs., for London 420. lbs. 
V. J. W.) 

1637. Add. Mss., 35865, f. 248. Of the total 61. lbs. was Spanish, 396. lbs. West 
Indies, and the balance Virginian; but from now on “‘Virginian’’ when used or implied 
will include tobacco from Maryland which colony rapidly expanded its cultivation of 
the leaf. During the seventeenth century the Maryland production was usually about 
one-fourth less than the Virginian. In 1637, 1638, 1639 tobacco could be legally im- 
ported only at the port of London. 

1638. Ibid. Spanish, 93. lbs., W. L., 679. lbs. The increase in imports was probably 
caused by a warship patrol in the Channel which forced all tobacco ships encountered 
to give bond for a landing at London. 

1639. Ibid. Spanish, 116. lbs., W. I, 136. lbs. Possibly the warships had been 
withdrawn. 

1640. Ibid. 

1644. Ex122:212:4, 37. This was Dover; 34. lbs. were Spanish, 6. lbs. W. I. The 
destination of the export was not given. 

1645. E122:212:37. Dover again and all the tobacco was Spanish; the period was 
from January to September. 
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YEAR PORTS IMPORTS EXPORTS 
1649 Outports 115 5 
1661 Outports 4 
London 7,371 
— Outports 783 750 
1664 Outports 238 240 
1665 England 340 
Outports 20 4 
1666 Outports II 
1667 Outports 326 
1668 Outports 1,306 1,138 





1649. E122:232:2. This was for only the second quarter of the year. Bristol 
imported all except 12. lbs. of the total; the other ports were Cardiffe with 6. lbs. from 
the W. L, Bridgewater and Yarmouth. Barnstaple exported 3. lbs. to Bilboa, and 
Portsmouth 2. Ibs. to Holland. 

1661. E190:661:4. This was for Sandwich. In his manuscript Mr. Stanley Gray 
uses the word ‘‘none”’ in the import and export columns where he has examined accounts 
for specific ports and found no record of tobacco. He includes such a negative term 
“‘in the hope that someone, some day, may be saved the drudgery of going through those 
records in which the eye seeks vainly the word ‘tobacco.’"’ Valuable as is such in- 
formation, the substantial correctness of the present summary is not impaired by the 
omission of such observations. V. J. W. 

1663. C. O., 388:2, f. 7; Exg0:661:10, 13; E1g0:826:7; Add. Mss., 36785. Imports: 
four outports are in this total, Southampton and Plymouth each with somewhat over 
300. lbs., Portsmouth with too. lbs., and Sandwich, 1. lbs. Of Southampton’s total 
about 273. lbs. came from the W. I., and 2.-1. lbs. of Spanish tobacco entered London, 
Dover, Sandwich. Exports: Dover sent a total of 318. lbs. to Holland and Ostend; 
Southampton 328. Ibs. in all to Holland, France, Spain; Portsmouth 105. lbs. to Rot- 
terdam. 

1664. E1go:661:15. Dover was the only port, and of the total imports, 24. lbs. 
came from the W. I. The total exports went to Holland and Hamburg. 

1665. Exgo0:1037:10; C. O. 388:85, A:13. Imports: the one outport was Fowey and 
3. lbs. of this amount came from the W. I. Her merchants exported the 4. lbs. to 
Ireland, which island also received the 340. lbs. from England and also got 1,478. lbs. 
from foreign parts. 

1666. Ex1g0:320:6. Exports: this one figure was for tobacco from Hull to Danzig. 

1667. Ex1g0:826:13, 14. Imports: Southampton received 219. lbs. and Portsmouth 
107. lbs. of which amount 16. lbs. was Spanish and 42. lbs. was listed as New England. 
But this and subsequent references to American colonies north of Maryland must usually 
be understood to indicate areas of exportation and not of growth, because in most 
cases the tobacco had come up the coast from Virginia and Maryland. 

1668. E1g0:1137:1; E190:1038:8, 11, 18,19. Imports: the one port receiving tobacco 
was Plymouth and of the total 81. lbs. was listed as W. I., and 83. lbs. N. E. Exports: 
Plymouth sent a total of 1,057. lbs. to Holland, Ireland, Spain; the balance of the exports 
went from Bristol, Fowey, Falmouth, Looe with the destinations Ireland, Holland, 
Guernsey, the Straits. Where the data allow, ports are listed in order of tobacco 
tonnage. 
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YEAR PORTS IMPORTS EXPORTS 
1669 London 9,037 
1670 Outports 649 121 
1671 Outports 3,038 405 
England 17,559 
1672 London 10,539 
Outports 7,020 709 
1673 Outports 385 26 
1674 Outports 3,826 
1676 Lordon 11,127 
1677 London 11,735 2,062 
1678 London 14,455 5» 402 





1669. C. O. 388:2, f. 13, or Add. Mss. 36785, ff. 86, 96. 

1670. E190:320:11; E190:827:1; E1go:1090:8. Imports: Hull 236. lbs., Portsmouth 
235. lbs. of which 87. lbs. was from New York, Bridgewater 177. lbs. Exports: Hull 
sent 121. lbs. to North Sea and Baltic ports. 

1671. Ex190:827:2; E190:1137:3. Imports: Bristol 2,473. lbs. of which 27. lbs. was 
W. I. and 14. Ibs. N. E.; Cowes, 404. lbs. with 88. lbs. from N. Y.; Southampton 162. Ibs. 
Exports: Cowes 377. lbs., Southampton 28. lbs., the tobacco going to Holland, France, 
and Virginia. At this time and occasionally in subsequent records Virginia was listed 
as a receiver of tobacco. This is puzzling. To my knowledge no definite explanation 
is available about such exports from England. V. J. W. 

1672. All references are to E190; the port numbers and bundles follow: 56:1; 321:4; 
663:2; 827:5; 881:1, 7, 8; 955253 1039:3, 14; 1090:12; 1138:1; 1339:10. Imports: 4,522. 
Ibs. for Bristol, 899. lbs. for Plymouth, from 499.—100. Ibs. were recorded for each of 
these ports,—Dover, Southampton, Hull, Barnstaple and Bideford, Lyme, Poole; and 
from 99.-1. Ibs. for Liverpool, Weymouth, Fowey, Cowes. For no outport do the 
records show more than 5 per cent of the tobacco from areas other than Va. and Md. 
Exports: Dover shipped 376. Ibs. in all to Holland and Flanders; Barnstaple 144. lbs. 
to Ireland; Hull 113. lbs. to ports in Scandinavia and on the Baltic Sea; Lyme, Liverpool, 
Poole, Minehead, Weymouth, Fowey respectively exported 26.-2. lbs. to the same areas. 

1673. Exgo:195:7; E1go:881:11. Imports: Newcastle 282. lbs., Poole 103. lbs. 
Exports: Poole sent 26. lbs. to France. 

1674. Exg0:19§:13; Exg0:1138:2. Imports: Bristol 3,664. lbs. of which 98. lbs. was 
from N. E. and 79. Ibs. W. I.; Newcastle 162. lbs. 

1676. Ex190:64. Imports: London received 276. Ibs. from Bermuda, 241. Ibs. from 
the W. L., 60. lbs. from N. E., and about 1o. lbs. from both N. Y. and Spain. 

1677. E190:69; E190:67:2. Imports: W. I. 671. Ibs., N. E. 138. lbs., N. Y. 98. Ibs., 
Spain 7. lbs. Exports: a fragment of the port book (E190:67:2) shows that Holland, 
Germany and the Baltic countries were the principal recipients of tobacco from London, 
though from 99. to 1o. lbs. went to Scotland, Ireland, Spain, Flanders, France, Italy, 
and the Straits, in order of importance of shipments. 

1678. Ex190:75, 80. Imports: 641. lbs. from the W. I., 414. lbs. total from N. E., 
N. Y., Carolina, and 3. lbs. from Spain. This was the first entry for tobacco from 
Carolina, which colony had entered upon cultivation. Exports: 1,499.—50o. lbs. to each 
of these places, the Baltic ports, Germany, Holland, Spain; 499.-100. lbs. to Flanders, 
France, Ireland, Scotland, the Straits, Tangier; lesser amounts to other European trading 
centers. The year was from Christmas, 1677, to Christmas, 1678. 
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TABLE I]—Continued 

















YEAR | PORTS IMPORTS EXPORTS 
1679 London 12, 983 59514 
1680 London 11,943 3,958 
London 14,472 
om { Outports 332 1,276 
England 21,399 
1682 London 12,592 
Outports 8,807 3,450 
1685 London 4,901 
1686 London 14,541 
1687 London 14,072 
London 14,891 
— { Outports 380 271 





1679. Ex1g0:84, 85. Imports: 662. lbs. from W. L., 231. lbs. from N. E., N. Y., Cars 
and 1. lbs. from Portugal. Exports were along the same trade routes given for 1678. 

1680. E1g0:91, 93. Imports: W. I. 78. lbs., N. E., N. Y., Car. with a total of 74. 
Ibs., Spanish colonies 20. lbs. Exports were along the same trade routes given for 1678. 

1681. Er1go:101; E1go:199:14; E1go:1144:2. Imports: for London 492. lbs. came 
from Bermuda, 72. lbs. W. I., and a total of 64. lbs. from Car., N. E., N. Y.; the outport 
item was Newcastle. Exports: this was tobacco from Bristol which went to Ireland, 
Spain, Holland, France. 

1682. All references are to E1go; the port numbers and bundles follow: 116; 325:3; 
439:7; 666:8; 832:1, 6; 884:8, 14, 15; 960:6, 10, 11; 1046:1, 4, 10, 17; 1093:1, 5; 1144:1; 
1281:13; 1344:1, 6,14. Imports: for London 130. lbs. from the W. L., 118. lbs. Bermuda, 
32. lbs. Car., N. E., N. Y., 11. Ibs. Spanish; for the outports, Bristol received 3,057. Ibs., 
the Southampton-Cowes waters imported 1,919. lbs., Plymouth 799. lbs., Hull 505. Ibs., 
and amounts from 499. to 100. lbs. were entered at each of the following: Liverpool, 
Bideford, Falmouth, Dover, Exeter, Barnstaple, Poole; 99.-1. lbs. went to Dartmouth, 
Weymouth, Lyme Regis, Poolton, Fowey, Cowes, Swansea, Lancaster. For these out- 
ports at least 184. lbs. came from N. E., N. Y., Newfoundland, and 105. Ibs. from the 
W. I. Exports: no data are available about the destinations of reshipments from the 
outports; of the recorded total Southampton-Cowes sent out 1,907. lbs., Dover, Hull, 
Bideford, Falmouth about 300. lbs. each, Barnstaple and Dartmouth about too. lbs. 
each, and from other outports less than 1o. lbs. 

1685. Sloane Manuscript, (B. M.), 1815, ff. 34-35. The period was only from 
June 25 to September 29. About 9. lbs. of Spanish leaf were included in this import 
figure. 

1686. Ibid. 

1687. Ibid. 

1688. Ibid.; E190:1448:8. Imports: Whitehaven was the one outport and the 
imports covered only the first six months. Exports: again Whitehaven was the only 
item, the tobacco going to Ireland, Scotland, Danzig. This unsigned Sloane Mss., g815, 
f. 37, read that the outports imported a total of 80,970. Ibs. in the six years from 
Michaelmas, 1691 (sic) to 1688, the year 1685 omitted; thus the average from 1681 to 
1688 apparently was about 13,495. lbs. a year. 
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TABLE I1—Continued 

















YEAR PORTS IMPORTS EXPORTS 
1689 London 14,393 
1690 London 12,638 
1691 London 14,831 
1692 London 13,423 
1693 London 19,866 788 
1695 London 9,345 
England 35, 632 17,520 
1697 London 25,998 11,377 
Outports 9,634 6,143 





1689. Harleian Manuscript, (B. M.), 1238, f. 29-32; C. O. 388:6, A:2. 

1690. Harleian Mss., 1238, f. 29-32. Estimates were offered that during this last 
decade about two-thirds of the tobacco brought into Gt. Britain was exported. 

1691. Ibid. 

1692. Ibid. 

1693. Ibid.; C. O. 388:6, A:2. The exports were to Norway, Sweden, Denmark and 
the ‘East Country” (other Baltic countries). 

1695. Sloane Mss., 2902, f. 288. Possibly this is an incomplete figure, because the 
receipts of customs and new impositions in London and the outports were higher for 
1695 than for any of the preceding three years, C. O. 388:6, A:16. However, other 
information for this year gives some reason for expecting such a decrease in tobacco 
received at London. 

1697. Customs, Mss., 2:1, 2 (Accounts of Inspector-general of Customs; P. R. O.). 
The year was Michaelmas, 1696, to Michaelmas, 1697, but to bring these figures into 
accord with previous and subsequent records which were for calendar years, the last 
quarter of 1696 is considered a part of 1697. Imports: for London, 144. lbs. came from 
N. Y. and Penn. (by now some leaf was grown in Penn.), 20. lbs. from the W. L.; for 
the outports, 88. lbs. from W. I. 46. lbs. from prizes, and the balance of 9,498. Ibs. 
from Va. and Md., though another reference gives the Va. and Md. amount as 4,863. 
lbs., Imports and Exports, 1696-97, a manuscript book at the British Customs House, 
London. 

Exports: from London 7,800. lbs. went to Holland, 1,187. lbs. to Germany, 999.-100. 
Ibs. to Scandinavia and the East Country, to Flanders, Spain; 99.-1. lbs. to the Straits, 
Madeira, Va. and Md. (see comment for 1671), Scotland, East India, Portugal, New 
England (sic), Ireland, Guinea, Barbados. Two-thirds of the exports from the out- 
ports went to Ireland, 3 to Spain and the balance to the Scandinavian countries, Holland, 
Scotland, Flanders, Guernsey, Newfoundland, Va. and Md. These large shipments of 
the leaf in the English trade were anticipated in the fall of 1696 by the London mer- 
chants who spoke of the greatest tobacco fleet “then hath been known at any time in 
those Plantations [Va., Md., W. I.],"" Admiralty Papers, Mss., (P. R. O.), 1:5146, ff. 
127-147. 
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TABLE I1—Concluded 











YEAR PORTS IMPORTS EXPORTS 
England 23,065 17,624 

1698 London 9,976 10, 420 
Outports 13,089 7,204 

England 31,263 22,431 

1699 London 18, 336 13,168 
Outports 12, 926 9,263 

England 37,840 24,882 

1700 London 25,467 16,646 
Outports 12,373 8,236 

Engiand 32,194 21,240 

1701 London 21,137 13,996 
Outports 11,057 7,244 

England 37,209 14,365 

1702 London 24,879 95574 
Outports 12,330 4,791 











1698. Customs, 2:2, 3. The year was from Michaelmas, 1697, to Michaelmas, 1698, 
and thus included the Proclamation of Peace between England and France issued at 
Whitehall, October 18, 1697. With tobacco shipments declining in spite of the peace, 
some weight seems to be lent to the conclusion that the war had not seriously crippled 
the tobacco trade. 

Imports: London received 85. lbs. from the W. L., 40. lbs. from N. E., Penn., N. Y., 
31. lbs. from Spain and Portugal; the outports brought 146. lbs. from the W. I, and 
5- lbs. from N. Y. Exports: London sent 3,499.-1,000. lbs. to Holland, to Germany, 
the East Country and Spain; 999.—100. lbs. to Flanders, to the North Sea area, to Ireland, 
Scotland, the Straits; other ports received lesser amounts from London. The outports 
sent 3,000. Ibs. to Ireland, 1,500. lbs. to Holland, 999.-100. lbs. to Spain, to Scotland, 
Guernsey, Va. and Md., Antigua; smaller shipments went to other places including 
12. lbs. to N. E. For the details of the Irish trade see Customs, Imports and Exports, 
Ireland, Mss. (P. R. O.), 15:1, 2. 

From now on the data are for the year from Christmas to Christmas. The detailed 
figures for Michaelmas to Christmas, 1698, to effect this change, will not be presented; 
total imports were 8,478. lbs., and exports 5,217. lbs., Customs, 2:2, 5. 

1699. Customs, 2:2, 6. Imports: for London 227. lbs. of tobacco came from the 
W. I., a total of 80. lbs. from N. E., Penn., 1. lbs. from Bermuda; to the outports came 
288. lbs. from the W. I., 32. lbs. from N. Y., 2. Ibs. Bermuda, 1. lbs. Spanish. Exports: 
from London to Holland went about 6,000. Ibs., and 1,000. Ibs. each to Germany, Flanders, 
Spain; also Russia received 1,216. lbs. under the new and short lived agreement. Other 
exports were similar to previous years though France received slightly over 200. Ibs. The 
outports again favored Ireland and Holland with somewhat over 3,000. lbs. each; lesser 
exports went to substantially the same places named for the previous years. 

1700. Customs, 2:2, 7. Imports: to London came 294. lbs. from Penn., N.E., N. Y. 
of which 266. lbs. was from Penn. and probably domestic because the farmers of that 
colony were cultivating the leaf by 1700; also London received 118. lbs. from the W. L., 
22. lbs. from Bermuda, 4. lbs. from Portugal and Spain, and 2. Ibs. from Italy. Penn. 
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and N. E. sent 140. lbs. to the outports, and the W. I. shipped 95. lbs. Exports: London 
sent 6,243. lbs. to Holland and from 2,000.—1,000. lbs. to each of these: Germany, France, 
the East Country, Russia, Spain; the outports exported from 2,800. to 1,246. lbs. respec- 
tively to Ireland, Holland, Scotland, Spain. Smaller amounts went over the routes 
mentioned for previous years. 

1701. Customs, 2:2, 9. Imports: London received 314. lbs. from Penn., N. E., N. Y., 
54- lbs. from the W. L, 16. lbs. from Bermuda, and 5. lbs. from Spain,—the balance of 
about 21 millions from Va. and Md. as usual; to the outports came 46. lbs. from the 
W. I. and 1. lbs. from N. E. Exports: London sent almost 6,000. Ibs. to Holland, about 
2,000. lbs. each to France and Germany, and 1,200. Ibs. to the East Country; from the 
outports, Ireland received 3,000. Ibs., Holland 2,200. lbs. The remaining distribution 
of the tobacco from London and the outports went along the usual channels though 
by now the agreement with Russia was proving of little value, the exports to that 
country by the Russia Company dropping to 300. lbs. and then substantially below 
this amount. 

1702. Customs, 2:2, 10. Imports: to London came 369. lbs. from Penn. and N. E., 
some 76. lbs. from the W. I.; the outports received 8. lbs. from the W. I. and 5. Ibs. from 
Car., N. E. Exports: from London went 5,200. lbs. to Holland, 1,800 lbs. to Germany, 
somewhat above 500. Ibs. each to Ireland and the East Country, and lesser amounts to 
other areas. The outports exported 2,466. Ibs. to Ireland, 1,075 lbs. to Holland, 828. Ibs. 
to Scotland, 185. lbs. to Sweden and less than 100. lbs. to some dozen other places. 


TABLE III 
Enouish Imports AND Exports oF Tosacco, 1703-1715 
(In thousands of pounds of tobacco) 














YEAR m™PorRtTs EXPORTS 
1703 20,075 16,621 
1704 34,864 19,701 
170§ 15 , 661 10,589 
1706 19,763 11,045 
1707 28,088 21,277 
1708 28,975 16, $65 
1709 345544 20, 703 
1710 23,498 15,442 
1711 28,121 15,108 
1712 30, 523 19,391 
1713 21,597 16,598 
1714 29,263 19,650 
1715 17,810 13,476 





The reference for all these years is C. O. 390:5 Board of Trade, Custom House Sta- 
tistics, Mss. (P. R. O.). Because the reports do not distinguish between London and 
the outports, a separate table has been made. 

There is enough uniformity in the figures to allow a summary statement. During 
these years from 95 to 99 per cent of the imported tobacco was classified as Virginia 
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and Maryland. Other American colonies, especially Pennsylvania, contributed up to 
several hundred thousands of pounds; after 1706 the number of pounds weight from the 
West Indies was negligible. 

Exports from England continued to go along the previously established trade chan- 
nels for tobacco. Holland received from 40 to 50 per cent of the tobacco, most of it 
probably coming from London. To Ireland went from 20 to 35 per cent of the total 
exports, and if previous years can serve as a guide most of this leaf came from the out- 
ports. Until Scotland united with England (1707) she stood third in the list of re- 
ceivers of tobacco, then Germany took her place. The balance of the shipments was 
rather concentrated though smaller in amounts; the Scandinavian and Baltic Sea coun- 
tries, Spain, France, Flanders,—each of these received from 2 to 10 per cent of the total 
exports during these years. Other countries were Africa, the Channel Isles, East India, 
Portugal, Italy, the Straits, and the American colonies. 

In Alfred Rive’s article, ““The Consumption of Tobacco Since 1600" (Economic History, 
I, 57-75) the average of English tobacco imports from 1689 to 1709 is given as 28,000. 
Ibs., and he refers to Davenant. This is probably a misprint because the period was 
written “1699 to 1709" in Charles Davenant, Collected Works, V, 428. 





until the anti-monopoly rage of the Long Parliament settled such 
questions. *’ 

One basis for forming a judgment upon the results of the English 
and Continental fiscal policies relative to tobacco during the 
seventeenth century is the records of imports and exports for 
tobacco in the English ports. Incomplete as are the data for many 
of the years in the seventeenth century, the following tables 
contain many figures heretofore not printed and represent probably 
the most adequate summary which can be compiled from known 
archives. Again it must be mentioned that in the printing of these 
tables requirements of space limit the qualifications and expla- 
nations. 


47 See Beer, Origins, chs. 4-6, for a detailed discussion of the various farms created or 
proposed between 1620 and 1640. 














SECURITY REGULATION AND THE VOLUME OF 
NEW ISSUES 


WILFORD J. EITEMAN 
Duke University 


I 


In 1933 Congress passed an act to regulate the issuance of new 
securities. Twelve months later it passed the Securities Exchange 
Act, the second title of which is really a minor amendment of the 
earlier law. In brief, the aim of the act of 1933, as amended in 
1934, is to force a full and honest disclosure of every important 
element attending the issue of a new security and to place the 
responsibility for making this disclosure squarely and inescapably 
upon the seller of the issue. 

According to the law a business organization wanting to sell 
stocks or bonds to the public in interstate commerce must file with 
the Securities and Exchange Commission a statement containing 
information about the securities which it plans to offer. This 
statement is called a “‘registration statement.’’ Its purpose is 
twofold: (1) to serve as a source of information for investors; 
and (2) to constitute a record of representations made by an issuer. 
Under the law issuers are civilly liable to investors for losses re- 
sulting from their misstatements or omissions of essential facts. 
If the misstatements or omissions are intentional, a heavy fine or 
imprisonment may follow. 

The registration statement must remain on file for a period of at 
least 20 days before the issuer sells or even makes an offer to sell a 
new security. During the 20-day period experts employed by the 
commission examine the statement to see if it conforms to the 


1 Only those particular features of the act pertinent to the discussion which is to follow 
are sketched here. For a fuller description the reader is referred to the act of 1933, 48 U. S. 
Statutes at Large, chap. 38, pp. 74 to 95 and to Title 2 of the act of 1934, 48 U. S. Statutes at 
Large, chap. 404, pp. 881 to go9. 
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requirements of the law. The commission makes no attempt to 
pass on the “‘merits’’ or “‘soundness”’ of a security registered with 
it, and the law makes it a criminal offense for any one to suggest 
that the fact of registration implies approval. 

If the commission finds a statement defective it sends a “‘letter 
of deficiency’’ to the applicant who then may file an amendment 
correcting the deficiency. The waiting period of 20 days begins 
with the date of the last amendment, unless the Securities and 
Exchange Commission permits its filing ‘‘as of an earlier date.” 

Registration statements must be filed on one of the eight or more 
forms prescribed by the commission, each of which seeks to elicit 
the information which investors would need for that particular 
type of business. A registration statement consists of three parts: 
(1) the registration form proper, (2) the exhibits, and (3) a copy 
of the prospectus which the issuer will later give to prospective 
and actual purchasers of the issue and which contains a brief 
summary of the information found in the registration statement. 
The fee for registration is 1/100 of 1 per cent of the aggregate 
amount of the proposed offering. 

It is a criminal offense for an issuer, not exempted by the act, 
to use the mails or any instrumentality of interstate commerce 
for the purpose of conveying either a security for sale or an offer 
to sell a security, until after the registration statement has been 
filed and declared effective. Even after effective registration has 
been accomplished, however, an issuer remains personally liable 
to investors for losses resulting from misstatements and omissions. 

This liability rests (1) upon every person who signed the regis- 
tration statement, (2) upon directors of the corporations even if 
they voted against the issue, (3,) upon all experts who aided the 
issuer in compiling the data, and (4) upon underwriters of the 
issue. The only defense which responsible persons may offer is 
that they made a careful investigation, and had reasonable grounds 
at the time for believing that their statements were true and 
revealed all the essential facts. 


II 


Since the passage of the act, numerous criticisms have been made, 
the most important of which will now be examined in order to 
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ascertain the extent to which they may be legitimate and im- 
portant. 

First, it was and still is contended that honest entrepreneurs 
hesitate to ask the public for funds because they are unwilling 
to assume the responsibilities imposed upon them by the statute.? 
Any real industrial recovery, the critics argue, must await a re- 
vival of ‘‘those industries which devote themselves to the pro- 
duction of capital equipment,”’ and the activity of such industries 
will lag, they point out, ‘‘as long as there is no appreciable flow 
of savings into industry for replacements, improvements or en- 
largements of productive plants.’’* 

This, we must admit, is a serious charge which, if it is true, 
would have the retarding effect on recovery described. A wide- 
spread belief that the charge is true results partially from the 
propaganda broadcast by opponents of the law. The public has 
been told repeatedly that the law is a standing invitation for in- 
vestors to sue issuers. In 1934 the Cleveland Trust Company 
published a chart purporting to show that the quantity of new 
flotations by issuers not subject to the law actually increased 
during the four or five months immediately following its enactment, 
whereas the quantity of new flotations by issuers subject to the 
law decreased because of the law.® 

It is scarcely necessary to point to the obvious unfairness of 
judging a law by events occurring during the first few months 
following its enactment. However, later figures do not materially 
weaken the criticism and it is possible to find the charge repeated 
even as late as August, 1939. It is a fact that the aggregate annual 

2 This argument was advanced early and has been repeated often. For example, in August, 
1939, we read, ‘There can be little question but that they (the enactment of the security 
regulation laws) have had a substantial effect in holding down to the present sub-normal 
level, the aggregate volume of new corporate securities issued and offered for sale to the 
public."” Bankers and Finance, Aug., 1939, p. 8. 

3 Commercial © Financial Chronicle, April 14, 1935, Pp. 2461. 

4 It is interesting to note that though there is an abundance of literature describing and 
treating the technical aspects of the Securities Act of 1933, no one, to the writer's knowledge, 
has tackled the knotty problem of the effect of the law upon security flotations. 

5 At about the same time the Bankers Magazine (Jan., 1934, p. 69) quotes the Guaranty 
Survey as saying that: ‘‘Not a single important high-grade investment has been offered to 
the American investing public since the Security Act became effective."’ Statements similar 


to this were widely published. A copy of the Cleveland Trust Company chart, mentioned 
above, will be found in The Bankers’ Magazine, June, 1934, p. 659. 
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volume of new issues since the passage of the act has been small by 
comparison with the figures for predepression years. (See the 
solid line on Chart I.) However, this fact in itself does not place 
the responsibility for the paucity of new issues upon the Securi- 
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of bond yields, and Earnings of 400 corporations, Standard Statistics Company. 


ties Act of 1933. Indeed, an examination of the lower part of 
Chart I suggests another explanation. 

The broken line of this second part represents the annual earnings 
per dollar of investment of 400 industrial corporations. The solid 


® Security flotations for the years 1930 to 1933 were even less than those for the years 
1934-38. However, this was to be expected since security issues would naturally fall off in 
years of great business stagnation. 
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line is the market interest rate. It will be noted that from 1930 
until the middle of 1935 the cost of obtaining dollars exceeded 
earnings on the dollars already invested. Under such conditions 
the incentive for borrowing additional dollars would not be great. 
If we assume, as we must, that production was less than capacity 
during these unprofitable years, it would follow that plant ex- 
pansion would not be necessary or even advisable the moment that 
industrial activity began to revive. Fear of the law might pos- 
sibly be offered as an explanation of the paucity of new issues if 
business men abstained from borrowing when it was profitable for 
them to expand their plants, but during much of the period under 
discussion it was not profitable to expand. 

It is necessary to consider another fact also. The law is as 
severe with those issuing securities for refunding purposes as with 
those who issue them to obtain new capital.’ Turning again to 
Chart I, we see that the aggregate volume of financing for refund- 
ing purposes reached an all time high in 1936, and in 1935, 1937 
and 1938 it exceeded the totals for any predepression year with the 
exception of 1927. In other words when it became profitable to 
refinance, entrepreneurs did not hesitate to do so because of the 
existence of the Securities Act of 1933. 

This would seem to imply that when business activity reaches 
a point where it is again profitable for entrepreneurs to borrow 
capital for expansion purposes, the responsibilities of the present 
law will not deter their return to the investment market for funds. 

A second criticism which made its first appearance almost as 
soon as the act became a law but which has continued to be heard 
in increasing volume up to the present moment is that the data 
required by the commission is so voluminous and exacting and the 
time required to obtain effective registration is so extended as to 
impose a serious burden upon potential issuers.* Rebuttals to 


7 The law grants issuers for refunding purposes no special privileges. Every issuer not 
exempt for other reasons must reveal every fact about his past and present condition which 
might have a bearing upon the security being registered, regardless of whether the security 
is for refunding or new capital purposes. 

8 In 1933 the Bankers’ Magazine, Oct. 1933, p. 447, wrote ‘‘that to comply with some of 
the provisions of the Act requiring information as to subsidiary corporations would require 
labor extending, in some cases, over a period of twenty years, thus rendering compliance with 
the law impossible.’’ In 1939, J. K. Starkweather, president of the Bond Club of New York, 
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this claim generally take the form of saying that if an issuer cannot 
wait 20 days, more reason exists for a leisurely examination into 
his condition and motives. 

The 20-day period specified by the act is the minimum; the actual 
wait may be considerably longer than this due to the necessity of 
filing amendments to correct deficiences in the original statement. 
It is the actual average length of time required and not the theo- 
retical minimum tliat concerns business men. 

During the year 1938, 311 registrations were declared to be fully 
effective by the commission. Of this number 78, or 25.1 per cent, 
obtained effective registration after the minimum wait of 20 days; 
46, or 14.7 per cent, required an additional 10 days; 92, or slightly 
less than one-third, had to wait from 60 to go days; and 95 had to 
wait longer than three months. On the basis of the showing for 
this year, 40 per cent of applicants can expect to accomplish regis- 
tration in a month, 30 per cent in two months, and the balance will 
require longer than three months. °® 

According to these figures less than half of the applicants can 
hope to have their statements declared effective within a month of 
filing and many of the remainder must be prepared to wait longer 
than three months. Whether such delays are due to the unreason- 
ableness of the commission’s requirements or to inexcusable care- 
lessness on the part of the applicants would be difficult to ascer- 
tain. Statistics of the number of amendments filed would seem to 
indicate carelessness in filing to be the reason for the large number 
of amendments, but if business men are asked for an explanation, 
they give replies similar to the following: 

A certain midwestern manufacturing company decided to raise 
$750,000 by offering 50,000 shares of common stock to its stock- 
holders at a price of $15, the issue to be underwritten by a New 
York firm.!° The treasurer of the company writes: 





said, ““The greatest difficulty in effecting financing today lies in the extended delay occasioned 
by the process of Federal investigation between filing of the securities at Washington and their 
eventual release for sale.’’ Quoted from Journal of the American Bankers’ Association, Sep- 
tember, 1939, p. 67. 

® Statistics compiled from the Registration Records of the commission released daily. 

10 Names and dates have been omitted and amounts given in round sums, for obvious 
reasons. The data in this illustration were received by the writer direct from the corpora- 
tion’s treasurer and where quotation marks are employed, the exact phraseology of the 
treasurer is being given. 
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At the time the market was favorable to such an offering and the 
underwriters and ourselves were prepared to carry through the deal 
promptly. The company’s statements have been audited for a period of 
years by a nationally known firm of accountants, and there were no 
corporate complications involved. ...It was thought that the whole 
deal could be cleared through the Securities Exchange Commission in 
approximately 30 days. 

We discovered to our surprise that the S. E. C. requires meticulous 
accuracy in all reports no matter what their relative importance. This 
might be possible for a financial institution, but the ordinary accounting 
procedures of a manufacturing enterprise do not contemplate accuracies of 
the type required. (Italics mine.) 

The result was that we were delayed by a series of objections, none 
of which, looking back at them now, went to the merits of our business 
or to the security which we were offering but rather had to do with a 
merger which had occurred in 1928. 

As a result of this delay we were caught in a landslide of the market 
which occurred in (date omitted) and the whole deal was washed out. 

Having lost the interest of the New York underwriters, we reached 
an agreement with a local House later for the sale of approximately one- 
third of the original issue in dollars. 

Notwithstanding the tremendous file of material in the hands of the 
S. E. C., numerous additional questions were raised and further delays 
interposed, none of which had to do with a matter of vital practical 
consequence but related to technical accuracy of certain exhibits. 


Granting even that the data required by the commission may 
be excessive, complainants should bear in mind that excessive 
requirements protect registrants even more than they do investors. 
As has been pointed out, the chief bugaboo of issuers has been the 
fear of unintentionally failing to reveal ‘‘essential’’ information. 
There is always a chance that facts which did not seem to be im- 
portant before an issue may, in the light of later events, prove to 
have been the most important. However, if the routine require- 
ments of the S. E. C. are sufficiently detailed, a strong presumption 
arises that the requirements of the commission contain all that 
can reasonably be considered ‘“‘essential.’’ This places the burden 
of proving intentional failure to reveal upon the investor." 

11 The mere fact that only one suit against an issuer was taken to the courts during the 
first three years of the law's existence, a period in which uncertainty as to what is essential 


was greatest, suggests that registrants are not as susceptible to suit as the public have been 
led to believe. 
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A third complaint frequently heard relates to the expense con- 
nected with the registration requirement. ‘‘It would seem,”’ 
writes one complainant, “‘that the protection of investors could 
be provided for without enacting such voluminous and expensive 
collected facts.’"!* The S. E. C. has released some figures relating 
to the cost of registration in 217 cases. Briefly their statistics 
show that:!* 


(1) It costs more to register a bond issue than a preferred stock issue, 
and a preferred stock issue costs more than an issue of common 
stock of the same size. 

(2) It costs less per dollar of funds obtained to float a large issue 
than it does a small issue. 

(3) Costs of registration range from 2 to 3 per cent of the funds 
secured. 

According to this study the cost of registration would not seem 
to be excessive. 

However, the figures of the S. E. C. are averages and do not 
reveal the amount of deviation. For example, some of the data 
required by the commission can be supplied easily by some cor- 
porations whereas it requires considerable preparation by others. 
Thus it may well be that the costs to some registrants are negli- 
gible, while to others they are excessive. It will be recalled that 
4o per cent of the registrants in 1938 obtained effective registration 
in 30 days. The low cost to those who secure effective registra- 
tion quickly would do much to offset the high cost to those who 
required longer.' 

To illustrate, one registrant who achieved effective registration 
of a $250,000 stock issue in 20 days informed the writer that his 
costs attributable to federal registration were less than $1,000 
(i.e., 4/10 of 1 per cent). At the same time another applicant, 
a small manufacturer, who was forced to wait 183 days and to file 
some 500 pages of data spent $33,455.94 in registering a $243,000 


12 Journal of American Bankers Association, Sept., 1939, P- 67. 

18 Report summarized in New York Times, Feb. 11, 1938, p. 40, col. 1. The table of sta- 
tistics released by tne commission can be found in Rudolph L. Weissman, The New Wall 
Street, pp. 208-209. 

14 The president of one corporation complained in a letter to the author that lawyers and 
accountants seize these delays as excuses for ‘‘declaring a field day of extra fees.’’ Then, of 
course, there is the additional expense of trips to Washington to attend hearings, etc. 
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issue or 13.7 per cent of the amount eventually obtained. A third 
complained of the huge expense but offered no figures, and a fourth 
estimated his expense at approximately 16 per cent.' 

While these figures cannot be taken as typical of the costs in- 
cidental to securing effective federal registration, they do serve 
to illustrate and to dramatize the extent to which the costs of 
registration may absorb the funds to be derived from the sale of 
securities when delays in securing registration occur. Ifthe delays 
are really necessary, their costs form a part of the cost of protecting 
investors. But if the delays result, as some applicants feel that 
they do, from the commission’s insistence upon meticulous ac- 
curacy in details which have no relation whatsoever to the in- 
terests of investors, a somewhat different situation exists. 

A fourth type of accusation has just recently appeared on the 
horizon. Briefly it charges that six years after passage of the act, 
business executives still remain in doubt as to what they may and 
may not do. The objection is that whereas in most laws courts 
hand down decisions which serve to define the meaning of the law, 


in the Securities Act of 1933 the discretion of the administration 
is the major factor. 


Business wants a Thou Shalt Not and a Thou Shalt law for securities. 
It wants to read that law and make its own interpretations. If it is 
wrong, it wants atrial. If it loses the trial, it wants the right to appeal 
on the law, not on some vague provision which gives any one of a number 
of officials the power to say what is right or what is wrong.'® 


A reading of the Securities Exchange Act of 1933 makes one 
fact extremely clear. This is that the purpose of the act is to 
prevent dishonest practices in the security markets—not only 
those dishonest practices which have occurred in the past, but also 
any which may be invented in the future. A ‘“Thou Shall Not’’ 


18 The wide divergence of the cost figures is partially due to different methods of com- 
putation. For example one applicant, located in a state which itself supervises security 
flotations, reported that the additional cost due to federal registration was negligible. On 
the other hand another issuer, located in a state which does not exercise much supervision, 
attributed all of his registration costs to federal registration alone. All figures were col- 
lected by the author direct from the officers of the corporations concerned. 

16 New York Times, Oct. 1, 1939, Sec. 3, p. 1. 
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law would make it possible for financiers to circumvent the law 
merely by discovering new ways of accomplishing old frauds. 

The decisions of the commission are on file. A fair perusal of 
them will convince even the prejudiced student that the com- 
mission has been fairly consistent in enforcing the philosophy of 
the law. This means that if an issuer is sincerely endeavoring to 
reveal the essential facts about his issue, he is not apt to fall afoul 
of the law. The present set-up offers no such security, however, 
to the fraudulent issuer, for the law applies as much to his motives 
as to his practices. The demand for a ‘‘Thou Shalt Not’’ law is a 
demand for an enforcement of the letter rather than the spirit of 
the Securities Act of 1933. Such an enforcement could not possi- 
bly accomplish the purpose of protecting the investor. 


III 


Although conclusive evidence does not exist, it is doubtful if 
fear of the law is causing honest business men to hesitate in asking 
for funds from the investment market. The arguments frequently 
encountered to the effect that this is so are for the most part reitera- 
tions of the fears of business men at the time the act first became a 
law. Most of the available evidence seems to indicate that the 
relative paucity of new issues is due to a lack of incentive for ex- 
pansion of existing productive capacities. 

On the other hand, it may be true that the requirements of the 
S. E. C. are unnecessarily expensive in time and in money to some 
registrants. Toa manufacturing enterprise the details of financing 
are incidental; to an investment house, a holding company, or a 
public utility, financing is a major concern. Consequently, some 
of the data required may seem unreasonably burdensome to the one 
applicant and not to the other. 

However true this may be, it is still doubtful if the delay and 
cost of registration have had more than an insignificant effect 
upon the total quantity of new financing. 








DYNAMIC THEORY OF EMPLOYMENT* 
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I 


In a previous paper! the writer has shown that the money value 
of the rate of sale of all goods in a closed economy? at a given 
time bears a ratio to the total wages and salaries being paid at 
that time equal to the average number of entrepreneurial inter- 
mediaries between the buyers of goods and the buyers of the labor 
with which the goods are produced. Otherwise stated this ratio 
is a weighted average of the number of times a bundle of labor 
services changes hands between the point at which the services 
are applied to raw materials and the point at which these materials 
are bought by the “‘final’’ consumer in the form of ‘‘finished"’ 
goods. In the long run this ratio is sensibly constant because 
its value depends upon the behavior of thousands of small causes, 
whose total effect must change very slowly by virtue of well- 
known statistical laws. In a certain sense its long-run or normal 
value is a measure of the average complexity of the business or- 
ganization of the given economy. In the short run the value of 
the ratio fluctuates considerably in sympathy with the business 
cycle, partly because of shifts in the disposition of labor among 
different industries, but chiefly because of purely speculative in- 
fluences. Common sense shows this must be true. 

When a manufacturer, wholesaler or retailer buys goods with 


* This article is a restatement of a paper read by the author at the Philadelphia meeting 
of the Econometric Society, December, 1939. 

1 ‘*Dynamic Theory of Wages’’, The Southern Economic Journal, July, 1939, pp- 43-55- 

2 The phrase “‘closed economy””’ signifies merely that the traders in the geographic area 
under consideration shall have no dealing with traders without the area. The term is not 
intended to convey the idea that there can be no growth within the area; and therefore does 
not preclude the existence of dynamic forces. The continental area of the United States 
roughly approximates a closed economy as it is herein conceived because the external trade 
is only a small part of the internal trade. 
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the purpose of selling the material for a better price im the same 
market wherein he buys, he will, if he carries out his intention, with 
or without profit, complete a purely speculative transaction 
which does not contribute to the normal process of production. 
The normal process of production requires that the buyer sell the 
goods in another market, one step nearer the “‘final’’ consumer. 
At all events it is convenient to define a speculative transaction 
in goods in the above manner. Perhaps a certain amount of 
speculation, so defined, is normally necessary to industry, and is 
therefore productive. The essential point is that whenever specu- 
lation increases according to this definition it will—other things 
remaining constant—increase the ratio that the total rate of sale 
of goods bears to the total rate of payment of wages and salaries 
because it will create more intermediate exchanges of goods be- 
tween the worker and the consumer without increasing the current 
rate of wages and salaries. The increased rate of turnover caused 
by the speculation simply increases the total rate of sale of goods. 
The ratio of sales to wages will rise by virtue of an artificial and 
evanescent increase in the complexity of industrial processes. 
Since the ratio is fairly stable except for these speculative influences 
its value may be regarded as a rough measure of speculation in 
goods. 

Fundamental laws of wages and employment may be derived 
from this measure of speculation as a point of departure. Let its 
value be designated by the letter u, while the money value of the 
rate of payment of all wages and salaries* is represented by ¢, and 
the total rate of purchase of goods is given by S. Then wages 
will be given by the formula,‘ 

$= @) 
for reasons explained by the writer in the paper referred to above. 
This formula simply states that wages are equal to total sales 


RIG 


’ For the sake of brevity the rate of payment of all wages and salaries will hereinafter 
be designated by the single word, ‘‘wages’’. 

4 The rate of wages as here defined is the number of dollars per unit of sidereal time, not 
the number of dollars per hour or day of working time. The writer has in mind a yearly 
unit of time; and in such case the rate @ gives the annual rate of wages and salaries in dollars 
per year. However it is not essential to the theory that ¢ be stated in yearly units. 
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of goods® divided by the measure of speculation. The value of 
the formula lies in that it shows wages must be constant as long 
as total sales of goods and speculation both remain constant. 
It also shows that increased speculation will tend to decrease 
wages while increased purchases of goods will tend to increase 
wages. These tendencies may be put in more precise form by 
differentiation of formula (1). 

Let ¢’ represent the rate of change of @ with respect to time, 
5’ the rate of change of S with respect to time, and soon. Then 
the percentage rate of change of with respect to time will be given 
by $’/¢, the proportional derivative of S by S’/S, and so on. 
From formula (1) it then follows that 


-+>e> (2) 


In words, the percentage rate of change of wages is equal to the 
percentage rate of change of sales of goods minus the percentage 
rate of change in speculation. 

Let Z = S + ¢, so that Z is the rate of sale of all goods and 
personal services (wages) in a closed economy. Then by sub- 
stitution in formula (1) it follows quite simply that 

Z 
a @) 





¢ 


Moreover, the rate of sale of all goods and services for periods 
of a year or more in duration is approximately the same as the 
total rate of payments for all goods and services. For such periods 
Z may be regarded as either the total rate of sales or total rate 
of payments. 

Let the term V be defined as the ratio of Z to M, the total amount 
of money in circulation, including both time and demand deposits, 
so that Z = MV. So defined V becomes a measure of the average 
rate of turnover of all money* in exchange for goods and services. 


5 Total sales of goods as herein conceived include payments for the use of goods as well 
as transfers of title thereto in fee. 

6 There should be no need to pause long for discussion of the utterly stupid objection 
that ‘‘time deposits do not circulate in exchange for goods". They do so circulate, indirectly, 
and the statistical concept V as above defined has a very definite economic significance. In 
fact, the average rate of turnover of all deposits is for most purposes a more significant statistic 
than the rate for demand deposits alone. 
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Substitution in equation (3) yields the result that 


_ MV 
per 

Let N represent the equivalent number of persons employed 
in their respective occupations at ‘‘full,’’ or standard time, for 
the duration of the interval over which the rate of wages is meas- 
ured. According to this concept two persons employed half-time 
for, say a year, would be counted as equivalent to one person 
employed for a year, and so on. Let W represent the average 
wage earned by a person working full time for the duration of the 
interval over which the total rate of wages is measured. Then, 
as a matter of definition, W = ¢/N. By substitution in formula 
(4) it follows that 


¢ (4) 


MV 

N= GD = 
Let X be the average product per worker per interval of time, 
measured not in money but in goods and services,’ and let P be 
an index of the general price level, so that by definition X = W/P.® 
If the average worker produces W dollars per year which sell for 
an average unit price of P, then the average worker's ‘‘real”’ 
product is obtained by dividing P intoW. This statement treats 
the worker’s money wage and the money value of his product as 
identical, which in point of fact they are for workers as a whole, 
if the wage rate is taken to be not the labor cost of the goods 
currently being sold, but the rate of wages currently being paid.® 


7 The term X will hereinafter be referred to as the ‘‘average productivity of labor’’. 

8 The concepts X and P are difficult to define precisely but they have a very real meaning 
for the layman as well as the economist. The intricate problem of their precise evaluation 
need not detain the present investigation. For a comprehensive summary of the modern 
theory of index numbers see Ragnar Frisch, ‘“The Problem of Index Numbers’’, Econometrica, 
Vol. IV, p. 1. Also compare A. A. Koniis, “Index of the Cost of Living’, Vol. VII, 
p. 10. Since W is measured in dollars and P is an index number the quotient X may be 
thought of as so many stable dollars, i.c., dollars of constant purchasing power, or it may 
be regarded as an index of product per worker measured in goods. 

® A critic has challenged the truth of this statement that the money value of the workers’ 
product is identical with money wages. No doubt the critic is wondering where the return 
to capital comes from if the entire value produced by a worker goes to him as a wage. The 
explanation of the difficulty lies in the fact that ¢ is not the rate of labor cost of goods being 
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sold at a given time but the rate of wages being paid at that time. The sales value of the 
product must, of course, take care of both labor cost and the net return to capital, yet it is 
also true that the value added by labor, or value of the labor product, must equal current 
wages. The truth of this theorem may be shown by the following considerations: 

The writer has shown in a previous work (cf. Dynamic Theory of Wealth Distribution, 
p- 62) that the total value of the capital of all traders in a closed economy at time ¢ is given 
by the expression: 


t 
X= i Z(¢)db, @ 
t—K, 


where y is the capital valued at cost less depreciation, Z(t) is the total rate of sale of goods 
and services by all traders, and K, is the average period of turnover of all capital, including 
the constructive turnover of “‘fixed”’ capital. Since. the wage rate @ has been shown to be 
equal to Z/(u + 1) in the present paper, formula (i) may be changed to read— 


t 
x¢) = Cu + 1G). Gi) 


t—K; 


The rate of profit for all traders must be the same thing as the rate of increase of their capital, 
which is the derivative of y with respect to time. For the sake of simplicity assume that 
pw and K are both constant. Then the rate of profit of all traders is given by 


9 = Wt 1-16) - 96 - KI. Gil 


Thus the rate of profit, or net return to capital at a given time is ¢ + 1 times the difference 
between the rate of wages being paid at that time and the rate of wages paid at an earlier 
time, t—K. The rate of profit is therefore in a purely mathematical sense included in the 
value of wages paid at a given time. This does not mean a given employer can pay out 
money to his workers and at the same time keep it for himself, but rather that the rate of 
profit accruing on all employers’ books may be expressed as a function of a part of the wages 
currently paid. 

Since the usual practice is to charge all wage payments into the value of product the current 
rate of wages measures the rate of creation of values by labor, or the value of the labor prod- 
uct. The net return to capital, or, if you please, the product of capital, is a function of the 
labor product, as given by formula (iii). 

This conclusion would also be true for a situation in which K and mu were variable, but the 
demonstration of its truth would be more difficult. 

This same method of analysis can be used to answer the objections of those stout Ricardians 
who want to know where ground rents come into the picture and who maintain a payment 
for the use of land is not even indirectly a payment for labor services because land is not 
produced, and has no cost of production. 

To the extent that a rent payment really is something over and above costs it may be 
regarded as just a part of the net income from capital, and like any part of such net income, 
it may be expressed—by formula (iii)—as a function of the current rate of wages. 

In formulas (5), (6) and (7) of the writer’s paper on wages to which reference has been 
made, net rents are omitted entirely; i.c., they do not appear on either side of the equations, 
for if the payment of rent is not a purchase of goods or labor, the receipt of it is not a sale of 
goods or labor. The matter of rent does not impair the validity of the formulas in the least 
degree. 
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Substituting for W in formula (5) gives the following compre- 
hensive formula for total employment in a closed economy: 


MV 
~ Ga x) PX" ” 


This formula states the equivalent number of persons given full 
employment at any given time as a function of five other vari- 
ables, viz., the amount of money in circulation, its rate of turn- 
over, the amount of speculation, the price level, and the average 
productivity of labor. 

Brief inspection of formula (6) shows that an increase in either 
the amount of money or its rate of turnover will increase em- 
ployment, other things being equal, while employment will be 
decreased by an increase in speculation, or the price level, or the 
productivity of labor, other things remaining the same. The 
formula is complete in that it relates employment with rigorous 
logic to all of the important variables in the problem, either directly 
or indirectly.” In fact its comprehensive nature is the chief 
disadvantage of the formula because it is impossible to tell what 
effect a change in one factor will have upon employment without 
some knowledge of the interrelationships existing between the 
given factor and all the others. The typical set of interrelation- 
ships might possibly be worked out by elaborate statistical tech- 
niques except for the fact that the number of observations now 
available will not permit such high powered analysis. For- 
tunately the problem can be simplified by certain deductive con- 
siderations, supported by ordinary multiple correlation. 

As a first step in the direction of this simplification let the 
formula for employment be put in the following differential form: 


N 


N’ ul M’ Vv’ p’ P’ x’ 

N “Mt? [tet xh @ 
This equation simply says the percentage rate of gain or loss in 
employment is equal to the combined percentage rate of change 
of money in circulation and its rate of turnover minus the sum 


10 As shown below, the relation of saving, investment and the rate of interest to employ- 
ment may be derived very easily from formula (6). 
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of the percentage rates of change of speculation, the price level, 
and average real productivity of labor. 

Now there are good grounds for believing that changes in specu- 
lation are positively correlated with changes in the price level. 
A speculator is interested precisely in changes in unit price rather 
than in problems of overhead cost, etc. A speculator obtrudes 
himself into the normal marketing process when he thinks the 
unit price of a good is going to increase, and that will tend to 
be at a time when the unit price already is increasing. More than 
that, it does not seem logical to believe speculation would be 
much affected by the other variables in formula (6) except in so 
far as they might affect prices. The speculator is not concerned 
with labor productivity, or the velocity of money, or employ- 
ment, unless he thinks the net result of their combined behavior 
will be a change in price; and the expected change in price will 
more or less govern the intensity of the speculator’s activity. As 
a working hypothesis, therefore, the variation in speculation 
may be held to be roughly proportional to changes in the price 
level. 

A change in speculation as defined in this paper will tend to 
produce a change of the same sign in the rate of turnover of money. 
For example, the insertion of a new intermediary between stage A 
of a productive process and stage B will ipso facto cause money 
to change hands more quickly as it flows between these stages 
unless there is a decrease in the ‘‘propensity to spend’’ on the 
part of the traders involved. Instead of there being a decrease 
in the propensity to spend when speculation rises there will almost 
certainly be a corresponding increase in the propensity to spend. 
And this will cause a further increase in the average rate of turnover 
of money. Thus speculation has a double-barreled, or twofold 
effect upon the rate of turnover of money. Asa working hypothe- 
sis one may therefore consider variation in the latter factor to 
be relatively twice as great as variation in the former. Mathe- 
matically stated this relationship is given by the formula: 

Vv’ sy ay’ 


“ae x) (8) 
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Since by hypothesis the variation in p is proportional to that of 
the price level, formula (8) may be restated as 


Vv’ p’ P’ 


> =p + P° (9) 
Substituting (9) in (7) yields the result that 
N’ M xX’ 
“pe oe (20) 


Thus the important conclusion is reached that the percentage 
rate of change in employment is equal to the percentage rate of 
change in the amount of money in circulation minus the percentage 
rate of change in average productivity of labor. 


Il 


It is fortunate for the purpose of verifying many economic 
theories that the United States approaches the ideal of a closed 
economy. It is also fortunate in the case of the present study that 
yearly observed values for four of the six variables in formula 
(6) are now available for nearly ten years. The Department of 
Commerce publishes a time series showing the equivalent number 
of persons employed full time in this country for each year com- 
mencing in 1929. This department also publishes the average 
annual wage for persons employed full time during a like period. 
From this source one can therefore obtain data for N and W. 
Dividing an index of prices"! into W produces the data for X.¥ 
The amount of money in circulation, M, may be obtained from 
data published by the Federal Reserve Board. No accurate annual 
measures of V or yw are available to the extent of this writer's 
knowledge.'* Data for N, M, P and S are shown in Table I for 
the period 1929-1937 inclusive. 

1 An index of the cost of living rather than Snyder's index of general prices was actually 
used in this study because the latter includes security prices, and is more affected by foreign 
trade than the former. 

12 The critical argument that X is real wages but not real product of labor falls to the 
ground for reasons which should be obvious in the light of footnote (9). If W is both the 
money wage rate per interval of time and the average money value of the labor product per 
interval of time, then X = W/P gives both the real wage rate and the real rate of product 
creation by labor. 

18 The writer has made reasonably accurate measurement of the long-run value of mw in 
this country in the paper referred to above. The writer has also made estimates of V by 


years, but it must be admitted that these estimates are crude. Cf. Dynamic Theory of Wealth 
Distribution, p. 46. 





—E 


————— 


Sewn 


es 


DYNAMIC THEORY OF EMPLOYMENT 45 


There are two ways of testing the statistical validity of the 
conclusion stated by formula (10). One way would be to test 
the accuracy of the hypotheses as stated by formula (9). If the 
hypotheses were found to be substantially correct the conclusion 
as stated in formula (10) would have to be equally correct. The 
other method of testing is to subject the conclusion itself to statis- 
tical measurement. This method seems to be more direct and 
convenient. 

The precise results obtained by statistical analysis will depend 
upon what interpolation device is used for computing the pro- 
portional derivatives appearing in formula (10). The interpola- 
tion formula should be so constructed that in case the relationship 
of equation (10) does exist between the true values of the deriva- 
tives it will also exist between the estimated values to a high order 
of approximation. The following interpolation formula meets 
this requirement: 


FO) _ +X) 
n(N) ~ 9) 9X) G1) 


where (WN) = [NG + 1) — NG -1)]/2; 0) = ING +) + 
NG — 1)]/2, and so on, ¢ being any given point of time. Adding 
1.00 to both sides and multiplying both sides by 100 gives, 


The left hand side of equation (12) is readily recognized as a moving 
base index number of employment, while the right hand side be- 
comes a multiple regression equation for computing the value of 
that index from a knowledge of variation in the amount of money 
in circulation and the productivity of labor. 

With Table I in hand it is a simple matter to test the validity 
of formula (12) during the nine years for which data are available. 
The results of this testing are shown in Table II. In columns 
two and three of that table are shown the values of {(M)/n(M) 
and ¢(X)/nCX) respectively. In the fourth column are the the- 
oretical values of the index of employment calculated by adding 
1.00 to the sum of the second and third columns and multiplying 
by 100. In the next column are the actual values for the index of 
employment as given by the left hand member of formula (12). 
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In the last column appear the differences between actual and 
calculated values. 

The agreement between theoretical and actual values is observed 
to be rather good. The average difference, taken without regard 








TABLE I 
Some Important Vartasies IN THE U. S. Emptoyment ProsieM 
(2) () © a 

an ANNUAL INDEX OF AGE “REAL TOTAL ©) ount |TOTAL WAGES 
—_ venous Et AVERAGE COSTOF | WAGE” OR OF MONEY IN |AND SALARIES 

PLOYED FULL WAGES OR | LIVING (PER | “REAL PRODUCT | Crecuration | PAID (u1L- 

TIME SALARY CENT OF PER WORKER (BILLIONS) LION 

(THOUSANDS) (DOLLARS) 1923) kn) DOLLARS) 
1929 34, 863 1,451 100.1 1,450 58.6 50,536 
1930 32,857 1,417 96.7 1,465 59-5 46,558 
1931 29,427 1,329 87.2 1,524 56.6 39,109 
1932 26,022 1,171 77-9 1,503 47-7 30,472 
1933 25,973 1,077 74-9 1,438 43-7 27,973 
1934 28,043 1,129 79-4 1,422 47-2 31,661 
1935 29,033 1,179 82.6 1,427 51-3 34,230 
1936 30,833 1,235 84.7 1,458 57-7 38,079 
1937 32,546 1,316 88.5 1, 487 59-9 42, 831 























Sources: a, b, Statistical Abstract of the United States, 1938. cc, Standard Trade and Se- 
curities Statistics. d, Quotient of b divided by c. , Federal Reserve Bulletin. {£, Product of 
a and b. 


























TABLE II 
EstimaATED AND Actuat INpgEx or EmMpLoyMENT IN UNITED STATES 
5M ¢X ESTIMATED 
san —> ACTUAL INDEX ERROR OF ESTI- 
TEAR an aakinee euneund (PER CENT) _| MATE (PER CENT) 
1930 1.74 +2.48 95-78 g1.60 —4.18 
1931 — 10.35 +1.28 88.37 88.40 +0.03 
1932 —12.90 —2.90 90.00 93-80 +3.80 
1933 —0.50 —2.76 102.26 103.70 +1.44 
1934 +8.00 —o.38 108.38 105 .60 —2.78 
1935 +10.00 +1.25 108.75 104.70 — 4.04 
1936 +7.70 +2.06 105 .64 105.70 +0.06 
Toes! of Urver without Regard 00 Gigs... ..... 66... 6 issices cnceccoesces cc Sema 
Average Error Without Regard is re Pee ee 
Accumulated Error With Regard to Sign.. sie desig biel alg elos ada disec oie Sok eco 





to sign, between the actual index of employment and the cal- 
culated index is only 2.33 per cent. The accuracy of formula 
(12) is further attested by the fact that the multiple correlation co- 
efficient has a value of r = +0.95. Of course, the number of 
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observations is so small that the meaning of the correlation co- 
efficient is open to considerable doubt. In considering the sig- 
nificance of the coefficient however, two things should be borne 
in mind. In the first place there is not much spurious correlation 
present due to similarity of trends because the trend in all of the 
series has been more or less removed by correlating (in effect) 
rates of change rather than original values. In the second place 
it should be noted that while the interval of time embraced by 
the data is short, it covers the most catastrophic period in the 
economic history of the United States, running as it does from 
the great crash in 1929 through the worst of all depressions into 
the beginning of the great social changes wrought by the New Deal 
recovery program. A relationship that can withstand the impact 
of such terrific dislocations is probably not just an accident even 
though it can receive little support from the theory of statistical 
sampling. 

Even more convincing than the high value of the multiple cor- 
relation coefficient is the fact that in every year the direction of 
movement of the actual index of employment is given correctly 
by the computed index. The truth of this statement is evidenced 
by the fact that in every year the actual and the calculated index 
are on the same side of 100 per cent. Since they are both moving 
base index numbers a value less than 100 per cent in either case 
signifies a decline from one year to the next and a value greater 
than too per cent signifies a rise. Hence as long as both are below 
or both above too per cent for each year the direction of movement 
must be the same for both indexes. 

It should also be noted from a comparison of the signs of {(M) 
and ¢(X) that the subtraction of the productivity of labor factor 
from the money factor in the prediction equation increases mate- 
rially the correlation in every year except 1934, when the effect 
of the productivity factor is very slight. This shows clearly 
that the productivity of labor does not tend to increase employ- 
ment other things being equal, but on the contrary tends to de- 
crease it. This conclusion is contrary to some orthodox “‘dogma,”’ 
but it has been confirmed very recently by other investigators.™ 

On the other hand the writer does not contend that the hypothe- 


14 See J. Tinbergen and P. DeWolff, ‘‘A Simplified Model of Unemployment’’. Econ- 
ometrica, Vol. VII, p. 193. 








48 MONTGOMERY D. ANDERSON 


sis stated by formula (9) would be valid necessarily under any 
conceivable circumstances. Presumably if inflation were to 
progress far enough the combined effect of price level changes and 
speculation might overwhelm the variation in rate of turnover 
of money; so the hypothesis of formula (9) would break down. 
And in that case all of the equations following that formula would 
become invalid. 


Ill 


Formula (12) shows that short-run changes in employment 
can be calculated from two other variables. It refers only to 
short-run changes by virtue of the fact that the index of employ- 
ment it yields is a moving base index, i.e., one which gives the 
ratio of employment at a given time to employment about one 
interval of time earlier. The question arises, would the formula 
have any validity at all over a long period of time? This can be 
answered by accumulating the errors over the nine-year interval, 
respecting algebraical signs meanwhile. The accumulated error 
at the end of the nine-year period is found to be about 6 per cent. 
This signifies that the formula is of some value even over a rather 
long period of time. It shows that the fixed base index of em- 
ployment over the nine-year interval can be accounted for within 
6 per cent by the net changes in money in circulation and labor 
productivity. 

Another question to be answered is, ‘‘What is the common- 
sense explanation of the economic relationship stated by formulas 
(11) and (12)?”’ The answer is found readily enough. As Ricardo 
shrewdly guessed long ago and as the writer has shown with 
mathematical precision, the demand for goods is ultimately a de- 
mand for labor; so when more money is spent for goods it will 
increase wages in exact proportion unless there is an increase 
in speculation. More money will be spent in proportion as more 
is put in circulation unless there is a change in its rate of turnover. 
When more money is spent for wages it must be so spent by either 
hiring more persons or buying more product per worker unless 
more wages are paid per unit of product per person. . The fore- 
going triad of misi’s are neutralized more or less by their interlock- 
ing relationship as explained above. Hence the chain of reasoning 
reduces to the proposition: When more money is put into circula- 
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tion there will be a corresponding increase in either employment 
or the average productivity of labor, or both taken together. 
The mathematical statement of this proposition is, 

| rn ae 

Mo=Nt+X (20a) 
which is equivalent to formula (10), and from which formulas (11) 
and (12) follow by a simple interpolation hypothesis. 

The relationship of saving and investment to employment may 

be shown by first deriving the formula for the rate of change of 


employment. This result is achieved by differentiating formula 
(6), as follows: 


MV +V'’M 
G+ 1) PX -N| +5 +x x (3) 


where N’ is recognized as the rate of change of employment, i.e., 
the gain or loss in number of persons employed. The writer 
has shown elsewhere that the first product term in the numer- 
ator of the right hand side is equivalent to the money value of 
the rate of investment by society as a whole, and the second 
product term is equivalent to the money value of the rate of 
saving,'® with the sign reversed. Designating the former rate by 
y; and the latter by o, gives in brief: 


N= cto nl +e +5 | (14) 


The average percentage rate of return on invested capital (or 
the economic rate of interest, as the writer terms it) may be intro- 
duced into the picture by recalling the fact that this rate of return 
is equal to M’/M, as shown by the writer elsewhere. Placing 
this value in formula (10) gives 

7 7 
y =f— a (15) 


N = 


where r is the economic rate of interest. Thus the percentage 
rate of change in employment is equal to the rate of return on 


18 See ‘“‘Dynamic Theory of Saving and Investment’’, The Southern Economic Journal, 
July, 1938, pp. 27, ff. 
16 See Dynamic Theory of Wealth Distribution, p. 95. 
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invested capital minus the percentage rate of change in the physical 
productivity of labor. 

In this and previous papers the writer has constructed a more 
or less complete framework of dynamic economics, at least with 
respect to the global behavior of the entire economy. The total 
amount of profits, employment, wages, saving, investment, money, 
volume of business, and their rate of change have all been related 
in a completely dynamic, rigorously self-consistent and statistically 
verifiable theoretical structure. The average rate of interest, the 
average tate of wages, the average rate of turnover of goods, etc., 
have also been built into the structure at the proper places. There 
remains the larger and more difficult task of differentiating the 
global theory with respect to individual cases to derive a dynamic 
theory of individual wages, saving, profits, etc. 

However, the practical utility of the global theory, as it now 
stands, for the problems of statecraft in a sick and ailing capitalism 
ate very great. More correctly stated the theory could be used 
to great practical advantage in solving such problems. 
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UNEMPLOYMENT COMPENSATION EXPERIENCE 
IN THE SOUTH 


W. R. CURTIS 


North Carolina Unemployment Compensation Commission 


I 


Experience with comprehensive systems of unemployment com- 
pensation has been brief in the South, as is likewise true of the 
remainder of the states.'_ The only state to place an unemploy- 
ment compensation law in operation prior to the passage of the 
Social Security Act was Wisconsin, which in 1932 enacted a law 
that became operative July 1, 1934. Increasing interest in un- 
employment compensation was evident in other states, but the 
tax-offset provision in Title IX of the Social Security Act, which 
became law on August 14, 1935, was the lever which finally re- 
moved the block to state action on this subject and resulted in 
legislation in every state. 

Alabama was the first of the 11 southern states to enact an un- 
employment compensation law and did so on September 14, 
1935. Seven additional states, Kentucky, Louisiana, Mississippi, 
North Carolina, South Carolina, Tennessee, and Virginia, passed 
legislation in 1936, and the three remaining states, Arkansas, 
Florida, and Georgia, in 1937. Thus, approved laws have been 
in operation in the South from two and one-half to four years. 
Benefit payments, of course, did not begin with the enactment of 
legislation. Five southern states, Alabama, Louisiana, North 
Carolina, Tennessee, and Virginia, began paying benefits in 
January 1938; one state, Mississippi, began in April 1938; one 
state, South Carolina, began in July 1938; and four states, Ar- 
kansas, Florida, Georgia, and Kentucky, began in January 1939. 


1 The terms ‘‘South’’ and ‘‘southern states’’ as used in this study include Ala., Ark., 
Fla., Ga., Ky., La., Miss., N. C., S. C., Tenn., and Va. The term ‘“‘states’’ includes the 48 
states, the District of Columbia, Hawaii, and Alaska. 
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Experience with benefit payments has thus extended over a period 
of from 10 to 22 months. 

Unemployment compensation laws as originally enacted were 
often hastily passed and of necessity were based on inadequate 
experience, and they unavoidably possessed statutory defects. 
Moreover, the provisions of the laws did not in many cases repre- 
sent individual state thinking on unemployment compensation. 
A significant legislative development, during the period in which 
the laws have been in operation, is manifested in the attempts on 
the part of the states, by amendments, to simplify administration 
and to adapt their unemployment compensation laws to what are 
considered the needs of the individual states. Full analysis of the 
effects of the amendments which have been passed must await 
additional experience. In general it can be said, however, that 
they do simplify administration, but their effect on the substantive 
provisions of the laws is not so clear. Some of the amendments 
appear to be based on the belief that the attainment of administra- 
tive simplicity is the primary objective of unemployment com- 
pensation systems. There is also discernible in the amendments 
what seems to be either a confusion in thinking as to what the 
function of unemployment compensation really is or an intentional 
departure from previously accepted principles. 


Il 


The South’s experience with unemployment compensation has 
raised many problems, some of which relate purely to administra- 
tion and some of which relate to the place which unemployment 
compensation fills in the economic fabric of the section. Some of 
the problems are peculiar to the South; others the South shares in 
common with other states. No attention can be given here to 
purely internal administrative problems, such as those involved in 
establishing administrative organizations for directing an entirely 
new program; determining as liable some 68,000 subject employers 
who collectively employ some 4,000,000 workers; collecting some 
$190,000,000 in contributions (through June 30, 1939); and paying 
some $56,000,000 in benefits (through June 30, 1939). It will be 
possible to give only the briefest discussion of a few of what may 
be termed larger and more general problems. 
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One problem which is particularly pressing in the southern 
states relates to the benefit formula. Because of the lower wage 
scale here, the same benefit formula will yield lower benefit rates 
in this section than in the remainder of the country generally. 
Although benefit formulae have not been identical, actual exper- 
ience with benefit payments shows the extent of the difference in 
weekly benefits paid in the South and in other states. During the 
quarter ending June 30, 1939, according to data published by the 
Social Security Board, the average weekly benefit for total unem- 
ployment amounted to $10.13 for all states combined. In the 
southern states the average weekly benefit ranged from $5.88 in 
North Carolina, to $8.68 in Kentucky, and in only two states was 
the average as much as $8.00. In the states outside the South 
the average ranged from $7.37 to $15.13, and in only two states 
was the average below $8.00. In all the states combined the per- 
centage of the number of benefits below $6.00 was 15.6; in the 
southern states the percentage ranged from 36.3 to 61.1. In all 
the states combined the percentage of the number of benefits of 
over $10.00 was 49.5; in the southern states the percentage ranged 
from 9.8 to 32.4. 

The relatively low wage levels in the South introduce a further 
complication in connection with minimum weekly benefit rates. 
Prior to recent amendments, only three southern states, Kentucky, 
Louisiana, and Virginia, had fixed minimum benefit amounts in 
their laws, but all the states which amended their laws provided 
for a fixed minimum. At the present time three states, Kentucky, 
Louisiana, and Tennessee, provide a minimum of $4.00; four states, 
Arkansas, Florida, South Carolina, and Virginia, a minimum of 
$3.00; one state, Alabama, a minimum of $2.00; one state, North 
Carolina, a minimum of $1.50; and two states, Georgia and Missis- 
sippi, provide no fixed minimum. It has been argued that material 
increases in minimum weekly benefit rates is not desirable in the 
South, because such increases would result in rates which would 
approach wage rates too closely, thus disrupting at least certain 
segments of the labor market. 

Low weekly benefit rates, coupled with existing limitations on 
the duration of benefits, raise serious questions concerning the 
adequacy of benefits furnished by unemployment compensation 
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systems in the South. On the other hand, attempts to liberalize 
benefits encounter the problems of relatively low wages and in 
addition the pressure for tax reduction through employer-expe- 
rience rating. The Social Security Act does not now prescribe 
benefit standards, but amendments have been introduced in 
Congress requiring states to meet certain minimum standards 
before allowing tax reductions. Although these amendments 
were not enacted, the discussion which they aroused indicated a 
great deal of interest in the problem of adequacy of benefits, and it 
is likely that further attempts will be made to introduce benefit 
standards in the Social Security Act. 

If the relatively low wage levels in the South, a problem which 
is complicated by the large proportion of Negroes, do not consti- 
tute an itapossible barrier to the liberalization of benefits, a ques- 
tion which must be settled in part by study and in part by a crystal- 
lization of social policy, the issue of benefit liberalization versus 
tax reductions still remains. That the issue must be faced arises, 
on the one hand, from the fact that the experience rating provi- 
sions as now written do not generally provide for penalty rates 
sufficient to offset rate reductions, the net result of which will be a 
reduction in the average rate of contributions.?, On the other 
hand, is the equally important fact that most of the states are now 
committed to the principle of rate differentiation. Whether this 
principle is sound is a matter of controversy, and time will not 
permit its discussion here. It can be said, however, that available 
data are not adequate for an appraisal of the concept or operation 
of experience rating. Benefits paid thus far indicate, however, 
that there will be extreme differences in the benefit experience of 
the various states and that an exhaustive study will be required 
before any conclusion can be drawn with respect to the reserve 
necessary to finance even existing benefit formulae. 

Another problem which the southern states must face relates to 
the extension of coverage. At the present time the southern states, 
with 22 per cent of the nation’s population and 19 per cent of its 
gainful workers, have only 14 per cent of the workers and 10 per 

2It is possible, of course, to establish an employer-experience rating scheme which will 


yield an average rate equivalent to that yielded by the uniform rate in effect prior to the 
application of the experience rating plan. 
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cent of the employers covered by unemployment compensation 
laws. (Table I. The explanation for this condition is twofold. 
First, the employment exclusions, which are reasonably uniform 
in all state laws, operate to exclude relatively more gainfully 
employed workers in the South than in other states. For example, 
approximately 43 per cent of the South’s gainful workers are en- 
gaged in agriculture, and are thus excluded from coverage, while 
only some 16 per cent of the gainful workers in other states are so 
engaged.* Extreme cases are Mississippi, where some 65 per cent 
of the gainful workers are employed in agriculture and Rhode 
Island, where only 3 per cent of the gainful workers are so engaged. 
A second factor in the explanation of relatively low coverage in 
the South is the size of the firms subject to the laws. Only three 
of the southern laws cover employers of fewer than eight, and re- 
cent legislatures have shown no disposition to extend coverage to 
smaller employers. There is, of course, no basis for the size ex- 
clusion except the administrative difficulty of collecting contribu- 
tions from small employers. That this difficulty is real is obvious 
but that it is not insurmountable is demonstrable. 

It is apparent, however, that any widespread extension of cover- 
age in the South must be accomplished by extending coverage to 
groups now excluded because of theiremployment. If the South’s 
working population is to be given the protection afforded that of 
other sections, this fact must be faced. 

Logically connected with the problem of coverage but also 
closely related to the problems of the benefit structure and em- 
ployer-experience rating is the question of special seasonal ex- 
clusions. The apparent purpose of special seasonal provisions is 
to limit the benefit rights of particular workers whose employ- 
ment is found to be ‘‘seasonal’’ in character, but all the objectives 
of the special seasonal exclusions are by no means clear. (Ten 
southern states, Alabama, Arkansas, Florida, Georgia, Louisiana, 
Mississippi, Kentucky, North Carolina, South Carolina, and 
Virginia, have some special seasonal provisions; one state, Tennes- 
see, has no such provision.) Evidence of lack of clarity is indi- 
cated by other provisions in state laws which bear on regularity 


3 It is recognized that all persons gainfully employed in agriculture are not employees 
in the sense in which the term is used in unemployment compensation. 
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of employment. For one thing, the laws provide that an em- 
ployer to be covered must operate for a specified number of weeks 
during the year. For another, the laws require that claimants 
must earn a stipulated amount of wages in order to qualify for 
benefits. In some cases it appears that seasonal exclusions stem 
from a belief that seasonal workers do not belong in an unemploy- 
ment compensation system. In other cases there is evident fear 
that benefit payments to seasonal workers might adversely affect 
fund solvency. In still other cases the pressure for seasonal ex- 
clusions apparently comes from a desire to protect employer 
accounts under employer-experience rating provisions. 

Special seasonal exclusions obviously involve serious adminis- 
trative problems, as well as questions of equity among workers 
and employers. Moreover, a consistent definition of a seasonal 
employment, industry, or worker is very difficult to frame. In 
view of these considerations it appears that special seasonal 
provisions will require additional study before their place in many 
state systems is fully justified. 


Ill 


Aside from the problems arising out of the substantive pro- 
visions of the laws, the states have encountered a cluster of prob- 
lems that can best be described as general administrative in nature. 
In the forefront of these problems is the thorny one of administra- 
tive costs. The Social Security Board provides the funds for ad- 
ministering state unemployment compensation laws and is charged 
with granting such amounts as it ‘‘determines to be necessary” 
for their ‘‘proper and efficient administration.’’ In determining 
the amount necessary for proper administration the board is re- 
quired to consider population, number of covered workers, ‘‘an 
estimate of the cost of proper administration’’ of each law, and 
‘such other factors’’ as it finds relevant. As a matter of policy 
the board appears to hold that, in general, administrative grants in 
a given state should not exceed 10 per cent of contributions. Any 
limitation of administrative grants to a fixed percentage of con- 
tributions, whether the percentage be 10 or not, has serious im- 
plications in the southern states. Contributions are a function of 
payroll, which is, in turn, influenced by wage rates. Because of 
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lower wage levels, a southern state with a coverage of 300,000 will 
collect fewer contributions than, for example, an eastern state with 
similar coverage. The maximum administrative grant would be 
correspondingly lower, not because of differences in need for ad- 
ministrative funds but purely because of differences in wage levels. 
Available data indicate that the average wage in the southern 
states is approximately two-thirds of the average for the remainder 
of the states.‘ Assuming identical contribution rates, the maxi- 
mum grant per covered worker for the southern states would there- 
fore be only two-thirds of the maximum grant per covered worker 
in other states. 

The basis for administrative grants should obviously give con- 
sideration to the problems of administration. Administration is 
influenced by the provisions of the laws. For example, some states 
cover employers of 8 or more, some one or more; some states have 
more complicated benefit formulae than others; some states pay 
partial benefits, others do not; some states have employee contri- 
butions, othersdo not. Aside from these differences in substantive 
provisions, however, there are certain other factors which in- 
fluence administration. 

Of great importance in administration, particularly as far as 
benefit payments are concerned, is the geographic distribution of 
the covered workers in a state. It is obviously more difficult to 
serve a covered population that is widely scattered than one which 
is concentrated in a few urban centers. Data showing the dis- 
tribution of the covered population are not available, but such 
data are available for the whole population. In the southern 
states, 10.1 per cent of the population is concentrated in cities of 
100,000 or more, and there are 13 such cities; in the remaining 
states, 34.7 per cent of the population is concentrated in cities of 
100,000 or more, and there are 80 such cities (Table I). In the 
southern states 62.2 per cent of the population is located outside 
incorporated places; in the remaining states, only 29.6 per cent 


“Composite wage data which will accurately show wage differences in the various 
states are lacking. The averages used here are based on the 1937 earnings of workers covered 
by the Old Age Insurance program. These averages, of course, are based on earnings in 
employment covered by that program. Earnings in non-covered employment are not 
included. 
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of the population is so located (Table I). Obviously the task of 
serving the population is more difficult in the southern states 
than in other states. 

With only 14.3 per cent of all covered workers, the southern 
states must serve 21.5 per cent of the nation’s population and 17.4 
per cent of its total land area (Table ED. Again, with only 14.3 
per cent of all covered workers the southern states were responsible 
for 15.4 per cent of all initial claims and 16.4 per cent of all con- 

















TABLE I 
Summary Comparison oF SouTHERN States witH Non-SouTHERN STATES 
SOUTHERN STATES | NON-SOUTHERN STATES 
ITEMS OF COMPARISON ae aa 
Number of Number of 

Total Total 
Population in cities of 100,000 or more (1930). ..| 2,583,146] 10.1 | 33,742,590] 34-7 
Cities with 100,000 or more population (1930). . 13| 14.0 80} 86.0 
Population outside incorporated places (1930). .|15, 880, 353| 62.2 | 28,756,417] 29.6 
Subject employers (1938)........... 2... -.0000- 67,700] 10.1 600, 466] 89.9 
Cpemnes Weets CHO). ...... ow snescewccocees 3,944,000] 14.3 | 23,658,000] 85.7 
Initial claims filed (Jan.—June, 1939)........... 817,131] 15-4 | 4,477,125] 84.6 
Continued claims filed (Jan.—June, 1939)........ 4,974,909] 16.4 | 25,330,600] 83.6 

Individuals receiving benefits (week ending June 
NE a tear o ores eee Otis’ Bei sem erga ee eta 120,469] 14.9 689,278] 85.1 
Co ee ae 27,739,000] 21.5 |101,518,000] 78.5 
er rr try er 527,297] 17-4 | 2,499,422] 82.6 
Kpeemeee Wee CIRO). ..5.6 6 nc cinccdicerwnseses 9,690,158] 19.8 | 39,139,762] 80.2 
Placements mate (July 1938—June 1939)........ 614,052] 19.6 | 2,520,000] 80.4 
New applications taken (July 1938-June 1939). .| 1,242,039] 18.9 | 5,345,270] 81.1 











Source: Basic data taken from publications of the Bureau of the Census and the 
Social Security Board. 


tinued claims taken during the six-months’ period, January to 
June, 1939 (Table I. 

It is impossible at this time to make detailed administrative cost 
comparisons which take account of the many factors which affect 
the cost of administration, but it is possible to give some indica- 
tion of what administrative costs have been. There were 23 
states in which benefits were payable in January, 1938. By the 
end of June these states had presumably passed through the 
emergency phases of their work, and their administrative costs 
for the ensuing fiscal year might be considered to reflect other than 
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emergency needs. According to data published by the Social 
Security Board, these 23 states spent 38.8 million dollars during the 
fiscal year ending June 30, 1939, for unemployment compensation 
administration.’ The five southern states included in the group 
spend 4.3 million dollars and the remaining 18 states spent 34.5 
million dollars. The administrative costs of the southern states 
amounted to 9.32 per cent of contributions; the administrative 
costs of the remaining states amounted to 8.01 per cent of con- 
tributions. In the southern states administrative costs amounted 
to 14.75 per cent of benefits, and in the remaining states to 12.27 
per cent of benefits. 

Implicit in a federal-state system of unemployment compensation 
is the delicate problem of federal-state relationships. This prob- 
lem is not one peculiar to the South, but one which it shares in 
common with other states. The Social Security Act gives the 
Social Security Board certain responsibilities in connection with 
unemployment compensation, and among these responsibilities 
is that of allocating funds for administering state unemployment 
compensation laws. On the other side, state agencies which 
direct unemployment compensation programs are created by 
supposedly sovereign states to administer their own laws. The 
weight attaching to control over the purse strings alone, however, 
often is sufficient to place the state agencies in a position which to 
them appears to be almost that of suppliant before a federal ad- 
ministrative agency. Complicating the states’ problem has been 
the fact that, until recently, state agencies have had to deal with 
two federal agencies, the Social Security Board and the United 
States Employment Service in the Department of Labor. More- 
over, at the state level the state agencies are responsible to state 
budget and personnel officers. As a result of this complicated 
atfangement state agencies have sometimes wasted a great deal 
of energy in attempting to clear matters which often demanded 
immediate attention. At the federal level an effort is being made 
to eliminate the obstacles to state clearance. The United States 
Employment Service is now administered by the Social Security 

5 These administrative grants include grants for unemployment compensation adminis- 


tration and for employment service administration necessary to meet the requirements of the 
unemployment compensation program. 








60 W. R. CURTIS 


Board and the states consequently are required to deal with only 
one federal agency. Moreover, there is some evidence of a disposi- 
tion to give the states more independence of action. At best, 
however, the problem of federal-state relationships will remain a 
delicate one, and future developments in this area will have a large 
part in determining the course of unemployment compensation. 


IV 


Nothing has been said about the place occupied by employment 
services in unemployment compensation programs, and space will 
permit only a limited discussion of this subject. In a limited 
number of instances the history of public employment offices in 
the South extends over a period of several years, but comprehensive 
systems received their impetus from the enactment of the National 
Industrial Recovery Act of 1933. This act fathered the National 
Reemployment Service, administered by the United States Employ- 
ment Service, which in turn had been authorized by the passage 
of the Wagner-Peyser Act in June 1933. Gradually the National 
Reemployment Service has been displaced by state employment 
services. The state employment services, although they preceded 
unemployment compensation legislation in many cases, are now 
administered by the same agencies which administer the unemploy- 
ment compensation programs. 

Unemployment compensation legislation as now written assumes 
the existence of a comprehensive placement service and has re- 
sulted in a tremendous expansion of state employment services. 
State laws and regulations require that benefits be paid through 
public employment offices and that claimants register for work in 
order to be eligible for benefits. This requirement is based on the 
belief that a job is preferable to out-of-work benefits and that 
unemployed persons should be provided with as adequate facilities 
as possible for finding a job. Appraisal of the functioning of 
employment services in this connection must, however, await 
additional experience. 

The performance of both placement and unemployment compen- 
sation functions in the same local offices, together with the close 
relationship between the two functions, has raised many trouble- 
some problems of administration. These problems were aggra- 
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vated by the existence, prior to July 1, 1939, of divided responsibil- 
ity for the two functions at the federal level. The integration 
which has occurred at the federal level should make any further 


integration and consolidation which is necessary at the state level 
less difficult. 


V 


Of especial interest to students of economics are the research and 
statistics programs of the state unemployment compensation 
agencies. Each of the states has a research and statistics unit. 
The Social Security Board has certain minimum reporting require- 
ments, which are gradually being extended, and these will eventu- 
ally give reasonably adequate and comparable data for appraising 
unemployment compensation systems. Many of the states go 
beyond these minimum requirements in order to meet state needs. 
With a few exceptions, the research and statistics units have thus 
far been occupied with developing their reporting programs and 
with problems of administration, and have spent little time on 
research. Moreover, much of the research undertaken has been 
of the ‘‘pressure’’ variety. It should be possible now, however, 
with the passing of the emergency and initial phases of their work 
for at least some of these units to emphasize more pointedly their 
research function. 

From now on, also, there will be an increasing opportunity for 
persons outside the state agencies to study the operation of the 
unemployment compensation systems. The need for such study 
has existed all along, but the lack of data has made it difficult. 


VI 


In view of the fact that the southern states, with generally a 
limited experience in the administration of social legislation, were 
required almost overnight to place their unemployment compensa- 
tion programs in operation; in view of the complexity of the early 
laws; and in view of the large volume of unemployment which 
faced most of the agencies when they began paying benefits, they 
have done a reasonably adequate job of administration. Ina very 
short time effective tax collecting and benefit paying organizations 
have been established and employment services have been tremen- 
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dously expanded. Administration is, of course, not perfect, and 
the time is rapidly passing when inadequacies can be justified on 
the basis of emergency conditions. The state agencies must per- 
fect their internal organizations; the laws must be further simpli- 
fied; operating procedures must be made less complicated; and 
placement activities must be made more effective; and there is 
evidence that consistent improvement can be expected in these 
areas. 

The federal-state system of unemployment compensation, with 
its manifold problems of federal-state relationships, has encoun- 
tered a host of difficulties in operation. Many of these difficulties 
have already been overcome, and the future should eliminate 
many of the remaining problems. Certain problems, however, 
among which is the issue of where authority shall rest, will require 
a great deal of time and effort for solution. 

More important than problems of administration, however, are 
those which have to do with the objectives of unemployment 
compensation systems. The southern states, in common with 
other states, are now going through the process of adjusting their 
unemployment compensation systems to what are considered state 
needs. Such an adjustment involves a recognition, if not an 
admission, of objectives. Many problems are involved in framing 
objectives, but of particular importance in the South is a decision 
concerning the desirability of continuing the present inadequate 
benefits and limited coverage in terms of the entire working 
population. 
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RECENT CONTRIBUTIONS OF JOHN R. COMMONS 
TO ECONOMIC THOUGHT 


SAMUEL ELLIOTT CRANFILL 
Mississippi College 


I 


It is the purpose of this paper to discuss the contributions of 
Professor John R. Commons to economic theory, especially as 
contained in two of his more recent books, Legal Foundations of 
Capitalism and Institutional Economics. Major emphasis is upon 
the latter volume. 

Professor Commons says in his Institutional Economics that only 
his point of view is different from other writers of economics of the 
past two hundred years. ‘‘I do not see that there is anything new 
in this analysis. Everything herein can be found in the work of 
outstanding economists for two hundred years. It is only a some- 
what different point of view. The things that have changed are 
the interpretations, the emphasis, the weights assigned to differ- 
ent ones of the thousands of factors which make up the worldwide 
economic process’’ (p. 8). 

His point of view is that of an active participant in the conflicts 
of individuals, self-interest groups, and cooperative units. His 
viewpoint is that of an arbitrator, a legislator, or an administrator. 
It is anything but that of an armchair theorist. He deals with 
dynamics not with statics; with actual situations not with assump- 
tions; with human beings not with commodities; with social 
institutions not with ‘‘natural right’’ individuals; with concrete 
behavior not with abstractions; with conflict of interests not with 
harmony of interests; with economic scarcity not with abundance; 
with transactions and not with hypotheses. 

Too frequently economic theorists have not dealt as effectively 
as he with practical problems. For fifty years or more he has been 
an active worker in the midst of conflict of interests, principles, 
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causes, and purposes. His objective has always been that of 
establishing order, peace, and harmony out of these conflicts. 
Often his personal integrity has been attacked as well as his ideas. 
These attacks have come from employers and laborers; from 
radicals, liberals, and conservatives; from capitalists and socialists. 
He says it is his aim not to write a new economic theory nor to 
refute old economic doctrines, but to give due emphasis to certain 
elements that have not been sufficiently emphasized heretofore by 
economic writers. 

The main elements to which he would give new emphasis in 
order to round out the science of economics are: (1) Economic 
science is institutional in nature. (2) The central element for 
the analysis of economics is to be found in the transaction. (3) 
Economics is interrelated with other social sciences. (4) Causa- 
tion, as to time, is in the future. (5) Human volition is very 
significant. (6) Both efficiency and scarcity are universal princi- 
ples of economics. 

Professor Commons thinks new ideas and theories originate 
before and after revolutionary wars. He speaks of such periods 
as ‘‘War Cycles,’ and mentions the following significant ones: 
the English revolution of 1689; the French revolution of 1789; 
the suppressed European revolutions of 1848; our Civil War of 
1861; and the World War of 1914. He says of his Legal Founda- 
tions of Capitalism (1924) and his Institutional Economics (1934) 
that they are dominated by the theories emerging out of the revo- 
lutionary cycle in which we are now living. He interprets 
present-day economics in terms of significant changes of which 
we are ourselves a part. His fundamental aim is to reconcile his 
own experiences in collective action with our past theories of 
individualism and collective action. 


Il 


Economic science is institutional in nature. Professor Commons 
speaks of an institution as ‘‘collective action in control of individ- 
ual action’ or ‘“‘collective action in restraint, liberation, and 
expansion of individuals in action.’"! This control ranges all 
the way from unorganized custom to complex going concerns. 


1 Institutional Economics, p. 69, 73. 
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He recognizes that it is difficult to define or limit the field of 
institutional economics, because of the indefiniteness of the word 
institution. “‘Sometimes an institution seems to be analogous 
to a building, a sort of framework of laws and regulations, within 
which individuals act like inmates. Sometimes it seems to mean 
the behavior of the inmates themselves. Sometimes anything 
additional or critical of the classical or hedonic economics is 
deemed to be institutional. Sometimes anything that is dynamic 
instead of static, or a process instead of commodities, or activity 
instead of feelings, or management instead of equilibrium, or 
control instead of Jaissez-faire, seems to be institutional economics. 
. . . Institutional economics, furthermore, cannot separate itself 
from the marvelous discoveries and insight of the pioneer classical 
and psychological economists. It should incorporate, however, 
in addition, the equally important discoveries of the communistic, 
anarchistic, syndicalitic, fascistic, co-operative, and unionistic 
economists.’”? 

He emphasizes collective action or rules of the going concern: 
(1) in terms of individual behavior required—‘‘performance, 
avoidance, and forbearance,’’ (2) in terms of resulting individual 
status—‘‘security, conformity, liberty, and exposure,’’ (G) in 
terms of cause, effect, or purpose—common principles running 
through all economic behavior—‘‘scarcity, efficiency, futurity, 
working rules, and sovereignty,’’ (4) in terms of ethics, law, and 
social relations—‘‘right, duty, no right and no duty,” (5) in 
terms of the rules as they operate on individual action—‘‘can, 
cannot, must, must not, may or may not do.’’ In more formal 
terms we speak of Canons of Taxation, Rule of Reason, Due Process of 
Law, Unfair Competition, Intangible Property, or Goodwill. All of 
these are institutional in nature. 

In general there are three types of collective sanctions: (1) moral 
sanctions of public opinion as business ethics or fair competition, 
(2) economic sanctions of gain or loss, (3) organized sanctions of 
physical force as in the case of law or war. Institutional eco- 
nomics must deal with the merits and demerits of these types of 
collective sanctions. Commons says: “‘It is from the field of 
corporation finance, with its changeable assets and liabilities, 

? Ibid., p. 69. 
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rather than from the field of individual wants and labor, or pains 
and pleasure, or wealth and happiness, or utility and disutility, 
that institutional economics derives a large part of its data and 
methodology.’’* 

Significant economic institutions are centered around two 
fundamental ideas: conflict of interests and collective action. 
Even the purpose of the state itself is to bring about order through 


collective action./ Many economists have said it is harmony of jo 
ir F 


interests that is basic in society, but Commons says it is conflict. “94 


Society attempts to establish order and not harmony. It can only 
be achieved through cooperative action. Our legal institutional 
concepts of order and social control are based historically and 
fundamentally upon English common law. Court decisions start 
with conflict. It is an important part of institutional economics 
to go back through the history of legislation, common law deci- 
sions, and other court decisions including the Supreme Court of 
the United States to find the customs of business and labor—to 
find those things that enforce or restrain individuals, to find those 
things that seem favorable or unfavorable both to private rights 
and to public interests. Former writers of economic theory 
have given individual action the center of the stage, but Professor 
Commons thinks institutional economics will give the center of 
the stage to collective action, which has always been present in 
economic society. He says, ‘from Smith to the twentieth cen- 
tury it has been excluded or ignored, except as attacks on trade 
unions or as postscripts of ethics or public policy.’’ 

Institutional economics does not create a new kind of economics 
to be separated from the preceding schools of thought. Rather it 
gives ‘‘to collective action in all its varieties, its due place through- 
out economic theory."’ ‘“‘In my judgment,’’ says Commons, 
\*‘this collective control of individual transactions is the contribu- 
tion of institutional economics to the whole of a rounded-out 
theory of political economy. .. . Institutional economics openly 
avows scarcity, instead of taking it for granted, and gives to 

‘ collective action its proper place of deciding conflicts and main- 


3 Ibid., p. 72. 
4 Ibid., p. 5. 
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taining order in a world of scarcity, private property, and the 
resulting conflicts.’’5 

Commons gives two illustrations of how institutions become 
important in economics. He says, ‘Neither debt nor ownership 
is wealth. They are institutions. . .. When a banker buys a debt, 
he is not buying a physical material, he is buying the institution 
called debt. And when a manufacturer buys physical material 
he is buying, not the material, but the ownership of the material.’’® 

He points out further that the doctrine of reasonable value is 
superseding the doctrine of natural rights. This institutional 
idea of reason and reasonable value is collective and historical, 
whereas the rationalistic ideas of many other economic writers 
has been individualistic, subjective, intellectual, and static. 
Customs set up standards of two kinds, those of measurements 
and those of reasonableness. ‘‘Custom, precedent, statute, and 
habitual assumptions are, then, the process by which are formu- 
lated what may in general, be named working rules. These are 
temporary and conform to the evolution of economic, political, 
and ethical conditions. They go to the fundamental element 
without which society cannot live—security of expectations. 
It is not justice, nor even happiness, that is fundamental—it is 
security, even the security of injustice and poverty.’’? 

Professor Commons says, ‘‘Malthus had changed the idea of 

od from abundance to scarcity, so I changed the foundations 
of economics from abundance, sin, and holding for self, to scarcity, 
ollective ‘action, and withholding from others.’’* ‘‘I based it 
(theory of economics) not on the assumptions of natural equality 
of the Declaration of Independence or of Adam Smith, or of a 
century of logical economists and their ‘pure economics,’ but on 
leaders, bosses, and conquerors of the Malthusian more or less 
stupid and passionate masses.’’® 

Whereas other economists have been centering attention pri- 
marily upon the individual buyer, seller, laborer, producer, 


5 [bid., p. 6. 

6 Ibid., p. 392. 
7 Ibid., p. 705. 
8 Myself, p. 60. 
® Ibid., p. 89. 
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consumer, entrepreneur, or profit-seeker, Professor Commons sees 
sets of organized relationships established by the common will. 
He sees in our economic relationships a social need that is being 
served. These social phases which he emphasizes are not incidents 
serving merely one need at a passing moment, but have taken 
on permanent interest. These economic activities have become a 
custom with social approval and authority, and thus have taken 


/on the essence of an institution which overrides individuals and 


individual interests. 
(The central element for the analysis of economics is to be 
found in the transaction. _A transaction is defined by Commons 


_as the “‘alienation and acquisition of the rights of future ownership 


of physical goods.’ Transactions are between individuals, but 
they are determined in accordance with collective rules of the 
game as fixed by society. They are not limited in the physical 
sense to delivery of commodities. ‘“‘A transaction with its 
participants,’’ says Commons, ‘‘is the smallest unit of institutional 
economics. . . . This ultimate unit correlates law, economics, atid 
ethics and must contain the three elements: conflict, dependence, 


{and order. Transactions intervene between the production of 


labor of the classical economists, and the pleasures of consumption, 
of the hedonic economists, simply because it is society that, by its 
rules of order controls ownership of and access to the forces of 
nature.’’1° 

Commons distinguishes three types of transactions: bargaining, 
managerial, and rationing. These three types are functionally 
interdependent and taken together make up what he calls a ‘going 
concern.” He means by this ‘‘a joint expectation of beneficial 
bargaining, managerial, and rationing transactions, kept together 
by working rules and by control of the changeable strategic or 
limiting factors which are expected to control the others.’’ By 
limiting factor he means the relatively scarce, but necessary factor. 

From a study of law and economics he finds a bargaining trans- 
action to consist of buyers and sellers who are legal equals. Mana- 
gerial and rationing transactions represent relationships between a 
superior and an inferior from a legal point of view. The superior 
of a managerial transaction is an ‘individual or hierarchy of 


10 Institutional Economics, p. 58. 
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individuals.’’ The superior gives orders and the inferior obeys 
as in the case of the foreman over workers. In the rationing 
transaction the superior represents collective action as the court, 
legislature, trade union or totalitarian state. 

In early trade practice as in the case of the medieval peddler 
there were two entirely different activities performed by the 
peddler: (1) physical delivery of the goods, (2) legal activity of 
changing the title of ownership. To-day legal control is fre- 
quently in the centers of capitalism as New York, London, or 
Tokyo. The two functions have been separated. ‘“‘It is these 
negotiations and intended alienation and acquisition of legal 
ownership, in consideration of payment or performance, that we 
name a bargaining transaction, leaving the physical exchange to 
the labor process, which we name physical delivery, enforced by 
the law of managerial transactions, if necessary.’’!! Each bar- 
gainer is governed or guided by the collective rules of the game, 
which he expects to remain relatively fixed. The unit of activity 
for a bargaining transaction involves common law, economics, 
politics, and social ethics. 

A managerial transaction grows out of two persons. The legal 
assumption back of a bargaining transaction is usually that of 
“equality of willing buyers and willing sellers.’’ In the case of 
managerial transactions one is assumed to have the right to give 
orders and the other an obligation to obey. [The fundamental 


purpose of a bargaining transaction is that of distribution of 


wealth, whereas that of management is that of the production of 
wealth. The universal principle of the bargaining transaction is 
scarcity, while that of managerial transactions is efficiency. 

“Rationing transactions are best illustrated by reference to a 
legislative body, a court, collective bargaining, trade association, 
or dictatorship. There are two types of rationing, that of output 
and that of price. Both managerial and rationing transactions 
involve legal, economic, and ethical correlations. 

(Professor Commons summarizes his discussion of the transaction 
concept thus: ° ‘These three units of activity exhaust all the activi- 
ties of the science of economics. Bargaining transactions transfer 
ownership of wealth by voluntary agreement between legal equals. 

1 [bid., p. 61. 
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Managerial transactions create wealth by commands of legal 
superiors. Rationing transactions apportion the burdens and 
benefits of wealth creation by the dictation of legal superiors. 
Since they are units of social activity among equals, or between 
superiors and inferiors they are ethical in character as well as 
legal and economic.’’!? ~) 

The transaction is the point of central analysis in economics, 
because it is the only unit of investigation which will include the 
three basic constituents, conflict, mutual dependence, and order. 
The transaction stands out rather distinctly from our older basic 
economic concepts of labor, commodities, needs, desires, exchange, 
and individuals. It is legal and institutional in nature, and 
centers attention on ownership. Commons says, “‘I made the 
transaction the ultimate unit of economic investigation, a unit of 
transfer of legal control,’’ and ‘‘I make conflict of interests pre- 
dominate in transactions.”’ 

As to the value he says, ‘‘Every unit of commodity or service has 
two dimensions of value, its use-value which does not diminish 
per unit with abundance nor increase per unit with scarcity, and 
its scarcity-value which diminishes per unit with abundance or 
increases per unit with scarcity.’’! 

The transaction meaning of value is significant. He points out 
three historical stages in the development of the concept of value. 
The first he calls the stage of engineering economics, which began 
with Ricardo, was elaborated by Marx, and culminated in scientific 
management. This is his universal principle of efficiency, which 
centers attention upon the creation of use-values. Second, is the 
stage of home economics. This began with the hedonic or 
pleasure-pain schools of Gossen, Jevons, Menger, Wieser, and 
Béhm-Bawerk. With these the concept of value is that of dimin- 
ishing utility per unit of materials—diminishing with an increase 
in the quantity available. Or it is an increasing utility per unit 
of materials—increasing with a diminution of the quantity avail- 
able. This is the concept back of his universal principle of 
scarcity, the economics of consumption. It is scarcity-value as 
contrasted with use-value. The third stage is in the process of 


12 Tbid., pp. 68-69. 
18 Thid., p. 86. 
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converting scarcity-value from psychological economics to institu- 
tional economics, where ownership is alienated and acquired by 
means of transactions. The transactional or proprietary meaning 
of value has three dimensions: (1) use-value, as shown in the 
engineering economics of Ricardo and Marx, (2) scarcity-value as 
shown by the psychological economists, and (3) transactional- 
value which is also of psychological economics. ‘““The physical 
commodities of the classical and hedonic schools do not disappear 
—they are merely transferred to the future through the institution 
of ownership. The future may be, indeed, so short that it is not 
worth measuring, but it is futurity nevertheless.’’' 

The end or goal of institutional economics is determined largely 
by the dominant type of transaction in social philosophy. If our 
social philosophy is that of rationing or managerial transactions 
then we shall perhaps get Communism, Fascism, or Nazism. If 
bargaining is dominent then the trend will be perhaps more to 
ideas of equality of opportunity, fair competition, equality of 
bargaining power, due process of law, liberalism, etc. Of course 
there may be all degrees of combinations of the ideas of bargaining, 
managerial, and rationing transactions. 

Professor Commons says that the transaction contains within 
itself all of the issues on which economists have divided. These 
issues he has named conflict, dependence, and order. In every 
transaction there is a conflict of interests because each participant 
is trying to get as much and give as little as possible. Yet nobody 
can live or prosper except by dependence on what others do in 
managerial, bargaining, and rationing transactions. Hence they 
must come to a working agreement, which is called social control. 
Out of conflict come the cooperative working rules of going 
concerns. 

Mr. Commons thinks we might take all the various schools of 
economic thought—Scholastic, Mercantilist, Physiocrat, Classical, 
Pessimist, Optimist, Psychological, Historical, Institutional, and 
Mathematical—and reclassify them from present-day opinions. 
There would appear such classifications as the following: (1) As 
regards poverty, inequality, and depression, there would be the 
let-alone theorists, the exploitation theorists, and the pragmatic 
4 Ibid., p. 86. 
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theorists. (2) As to the ultimate unit of investigation there 
would be the commodity theorists, psychological theorists, and 
transactional theorists. (3) As to the kind of transactions there 
are bargaining, managerial, and rationing. (4) As tothe way one 
looks at society, and collective action within society, there would 
be the theory of mechanism which is analogous to the physical 
sciences; the theory of machinism which is analogous to the 
machine; or the theory of an organism which emphasizes the 
central power. (5) As to ideas of cause, effect, or purpose, 
there would be equilibrium, evolutionary-process and institutional 
theorists. He says, “If then, we picture ourselves, as do the 
courts, at the point of negotiations and from that point look 
forward to the intentions and expectations of the participants, we 
can analyze the economic considerations taken into account in all 
transactions as waiting, risking, forecasting and planning.’’® 
The transaction is based on what Professor Commons calls a nego- 
tiational psychology of persuasion, coercion, or duress. It is a 
present transfer of legal control, but takes effect in future produc- 
tion, consumption, or labor process. 

Economics is interrelated with other social sciences. Professor 
Commons does not attempt to isolate economic science from other 
social sciences, as have so many other writers in this field. Clas- 
sical economics was based upon a relationship between man and 
nature, with a harmony of interests assumed. This could be done 
consistently, since its units of investigation were material com- 
modities and individuals. Ownership was omitted or taken for 
granted. But social institutions, such as the courts of law, deal 
with human activities—not relationships of man to nature. It is 
tied to the ownership of nature by man. Furthermore, the fact 
of universal scarcity leads inevitably to conflicts. Therefore, the 
subject matter of political economy, while it involves man’s 
relationships to nature is also vitally concerned with human beings 
getting their living out of each other by mutual transfers of 
property rights. Upon the basis of this conclusion Mr. Commons 
says: ‘Eventually, after many years, in working out my Institu- 
tional Economics,.1 made Duty and Debt, instead of Liberty and 
Love, the foundations of institutional economics.’’* 


15 Institutional Economics, p. 503. 


16 Myself, p. 52. 
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It is to law and ethics that we must turn to find the rules for 
human activity. The ultimate unit of investigation must involve 
these two sciences as well as economics in the older sense. This 
ultimate unit of human activity must not only show the relation- 
ships of ownership conflicts, but also mutually dependent interests, 
Relationships of man to man are interdependent. Security of 
expectations is essential for bringing about order. The trans- 
action involving not the exchange of physical goods, but the 
exchange of rights of ownership fulfills the necessary conditions 
for a fundamental unit of study of man in the group. But the 
transaction of the man in the group involves economics, law, and 
ethics. 

Therefore, we must conclude that institutional economics must 
be concerned with other social sciences. It is the experience of 
the past and belief in the substantial continuance of the same or 
similar conditions in the future that makes transactions possible 
for a complex credit economic order as we know it today. Out 
of the conflicts over the ownership and transfer of property rights, 
arise also cooperative and mutually dependent results—cooperative 
action, social control, to fix the rules of the game. 

Causation, as to time, is in the future. Professor Commons 
thinks that man lives in the future but acts in the present. His 
activities are based upon anticipation. He defines the present as a 
““zero point of time between the incoming future and the outgoing 
past.’ He thinks that all commodities and services are valued 
in the ‘‘immediate or remote future.’’!7 This principle of anticipa- 
tion or forecasting he calls futurity, and speaks of it as a character- 
istic of all human behavior. He says, ‘“The concept of time in 
economics ... has shifted from the past time of classical and 
communistic theory, into the present time of hedonistic theory, 
until it is becoming the future time of waiting, risking, purpose, 
and planning.’’!® 

As we have just seen, Commons makes the fundamental unit of 
economics the transaction, whereas Locke and Ricardo made 
material commodities owned by individuals the fundamental unit. 
Labor was the energy for creating the unit. Later writers made 
consumption commodities the unit; and the energy for creating the 


17 Ibid., p. 83. 
18 Institutional Economics, p. 389. 
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unit became human needs and wants. The first was the objective 
approach, and the second the subjective approach. The trans- 
action of today is not the same as an exchange of the earlier 
economists—a physical transfer of commodities—but it is a legal 
transfer of ownership. There was no need in these former ap- 
proaches for a correlation of economics with other sciences as law 
and ethics. But if the transaction becomes the unit of economic 
measurement then one must correlate it with law, jurisprudence, 
and ethics. 

The transaction is based on what Mr. Commons calls a nego- 
tiational psychology of persuasion, coercion, or duress. Duress 
is the direct or threatened compulsion by physical force; coercion 
is the indirect coercion of economic power to withold; persuasion 
is the moral power of inducements. It is a present transfer of legal 
control, but takes effect in future production, consumption, or 
labor process. Legal control is first necessary before either pro- 
duction or consumption can be consummated. 

Professor Commons thinks futurity is one of multiple causations 
in economics. He does not think institutional economics excludes 
other causations; but that it is the volitional economics which 
operates in all kinds of transactions. These always look forward 
to future consequences. 

In economics man has power to choose between alternatives. 
Every choice is a three dimensional act as showing up in disputes: 
(2) performance, which is the exercising of power over nature or 
other individuals; (2) avoidance, which is exercising power in one 
direction when there was an alternative direction that might 
have been chosen; (3) forbearance, which is a limit placed on 
performance—one restraining power so as not to do all that was 
possible to have done. 

Choices may be of three types: rational, habitual, and accidental. 
The analysis of the act of choosing gives significance to the princi- 
ple of limiting and complementary factors as a guide to managerial 
transactions in the production of wealth. Mr. Commons stresses 
this idea by saying that at a given time we try to choose the 
limiting or strategic factor rather than merely a complementary 
factor. Managerial capacity hinges mainly upon the ability to 
choose the strategic factor at the ‘‘right time, in the right place, 
in the right form, and in the right quantity.’’ The strategic or 
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limiting factor is the key factor or the scarce factor rather than 
merely another assisting element. He says there are three limiting 
factors in man’s choosing of nature’s material forces: (1) man- 
power—mental, managerial, and manual; (2) opportunities— 
“accessible alternatives’’; (3) timeliness—performance, forbear- 
ance, and avoidance at the right time and place. This process of 
thinking and choosing leads to the universal principle of efficiency. 

Choices are limited to the “‘here and now.’’ One must not fall 
into the error of some economists—the optimists—of including 
“inaccessible, non-comitant and infinite alternatives.’’ Rational 
beings are limited to only one of the alternatives that are accessible. 

Man's ability to choose has led us to the concept of “‘opportu- 
nity costs,’” ‘‘negative costs,’ or “‘utility-costs."" When one has 
chosen one of two accessible alternatives he has the opportunity 
cost of having given up the next best alternative. ‘“The positive 
cost or pain leads to the idea of net income when the positive in- 
come of pleasure is set against the positive outgo of pain. But 
the concept of utility-cost leads to the idea of a surplus when a 
lesser pleasure avoided is compared with a larger pleasure ac- 
quired.’’!9 

‘The opportunity-cost is the claim to a smaller share which he 
rejects and which therefore, becomes a cost in the volitional sense 
of a lesser share not accepted in order to obtain the larger share 
accepted. The difference between the two is a quasi-rent, a sur- 
plus, an unearned income, obtained without cost by merely choos- 
ing, but serving as one of the constituents that go to augment his 
net income.’’?° 

Human volition is very significant. The negotiational psychol- 
ogy or ethical psychology of bargaining is that of persuasion or 
coercion. It is important in institutional economics. It depends 
upon opportunity, competition, or bargaining power. The negoti- 
ational psychology of managerial transactions is that of command 
and obedience. One party is both legally and economically in- 
ferior. So long as a laborer is bargaining with an employer for a 
job he is legally regarded as an equal, but once he has been admitted 
to employment he becomes legally inferior. 

Whereas most psychology is individualistic, negotiational 

19 Tbid., p. 308. 

20 [bid., p. 310. 
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psychology is social. Each participant in a transaction is trying 
to influence the others toward ‘“‘performance, forbearance or 
avoidance."’ This is the psychology of business, of courts, of 
legislatures, of custom, of trade associations, of trade unions. 
There are bargaining transactions with persuasion, coercion, 
advertising, and propaganda. Important factors involved are: 
personalities of the participants, similarities and differences in 
surroundings, future time, working rules, and limiting or strategic 
factors. 

Various social philosophies illustrate this type of psychology— 
the Physiocrats, Mercantilists, Capitalists, Communists, Fascists, 
or Socialists. Professor Commons summarizes thus: ‘‘Negotia- 
tional psychology is the transactional psychology which offers 
inducements and sanctions to transfers of ownership of economic 
quantities at variable valuations in terms of money, according to 
the variable personalities engaged in the negotiation, and to the 
present circumstances of scarcity, efficiency, futurity, working 
rules, and limiting factors.’"?! Human beings are rational in 
choosing their transactions both as individuals and as groups. 

Both efficiency and scarcity are universal principles of economics. 
Capitalism requires two units of measurement, the man-hour for 
efficiency, and the dollar for scarcity. Marxian Communism re- 
quired only one unit, man-hours. Capitalism is both a producing 
society and an acquisitive society. Thus business can make 
profits both ways, by efficiency and by scarcity. Wealth is in- 
creased by increasing the ratio of output to input, assets by increas- 
ing the ratio of income to outgo..\ ‘‘Use-value is the social concept 
of wealth. Scarcity-value is the individual concept of assets. 
Use-value is social wealth, scarcity-value is prices, and the economic 
value is the business man’s assets, a multiple of use-value and 
scarcity-value.’’?? 

The early economic writer, David Hume, recognized scarcity 
as a universal principle. So also did Malthus, although Adam 
Smith based his theory on divine abundance. Hume, Malthus, 
and others made scarcity not a basis for conflict but cooperation, 
feliow-feeling, justice, and property. ‘“‘If there were unlimited 


21 Ibid., p. 92. 
22 [bid., p. 283. 
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abundance of everything there would be no self-interest, no in- 
justice, no property, no ethics. It is only scarce things actual or 
expected, that are wanted and desired.’’** Out of scarcity not 
only arise conflicts, but also collective activities which set up 
order because of society’s mutual dependence. By order Commons 
means the “‘working rules of collective action.’’ In law this 
principle is known as “‘due process of law.”’ 

Commons says efficiency is also a universal principle because 
through it, scarcity is overcome. ‘“‘By efficiency is meant, in 
terms of managerial transactions, the rate of output per unit of 
input; the man-hour thus increasing the power over nature but 
regardless of the quantity produced. By scarcity is meant in 
terms of bargaining transactions, the rate of proprietary income 
from other persons relative to the rate of proprietary outgo meas- 
ured by the dollar.’’** The cooperation of the efficiency principle 
does not arise out of a ‘“‘presumed harmony of interests’ (held by 
some older economists). It comes from ‘‘the necessity of creating 
a new harmony.’’ This cooperation may be identical with 
““negotiational psychology of persuasion, coercion, or duress,” 
or this designed control may be in the form of Communism, 
Fascism, or Nazism. 

Without careful distinction between these two universal princi- 
ples there is hopeless confusion. The distinction hinges on the 
two meanings given for the term wealth. The first meaning is 
that of a material thing, and the second meaning is that of the 
ownership of that thing. But Commons says, ‘“‘Ownership, at 
least in its modern meaning of intangible property, means power 
to restrict abundance in order to maintain prices; while the mate- 
rial things arise from power to increase the abundance of things 
by efficiency in production, even in over-production. Hence, 
ownership becomes the foundation of institutional economics, but 
material things are the foundations of the classical and hedonic 
economics, whose corporeal meaning of property was equivalent 
to the material thing owned.’’*5 Heterodox economists as Marx, 
Proudhon, Carey, and MacLeod recognized that ownership and 

8 Ibid., p. 6. 


% Tbid., p. 259. 
*"Ibid., p. 5. 
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materials were not identical things. These men laid the founda- 
tions of institutional economics, according to Mr. Commons. 
He concludes his discussion of efficiency and scarcity with the idea 
that in using the transaction as the basic economic unit a shift 
from absolutism to relativity is made. He says, ‘‘Scarcity and 
Efficiency are thus two changing ratios with which the science of 
economics begins. They are distinguishable but inseparable, and 
thus they require additional ratios to measure their changing 
relations to each other. . . . By their method of operating with 
self-evident axioms, the Classical, Communist, and Austrian 
Schools eliminated one or the other of the opposite terms of these 
ratios by assuming that its dimensions changed in proportion to 
changes in the other, and thus became an absolutistic, instead of 
relativistic, scheme of concepts... .'** Smith and Ricardo 
eliminated the variability of wants of consumers. The Austrians 
made wants the decisive variable in their scheme. Alfred Mar- 
shall coordinated the two and recognized the relativity of the two 
forces. 

There were other axioms also common to these schools: (1) 
That everything valuable was owned. This made ownership 
constant. Here was the case of a failure to distinguish between 
physical delivery of goods and alienation of legal control. (2) 
The classical and hedonistic schools assumed stability of prices 
and thus eliminated the independent variable of money and credit. 


Ill 


Professor Commons’ long life of active service in more than one 
field of intense economic-social conflict would naturally color his 
thinking. His viewpoint, as that of an active participant in these 
socio-economic struggles, is somewhat different from that of the 
typical writer on economic theory. 

Furthermore, during much of his lifetime he has been in the 
midst of the great struggle of labor in its effort to become organ- 
ized, and to secure the collective bargaining principle. It is not 
surprising, therefore, that he should place special emphasis upon 
the transaction as the starting point in economic activity; that 
he should bring forward the idea of conflict in our social order as 


26 Ibid., p. 386. 
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an outstanding characteristic; that the collective sanctions and 
forces of the “‘public’’ should receive new emphasis; and that 
anticipation and futurity should receive a prominent place of 
emphasis in our present complex credit economy. 

It seems that Mr. Commons has made a distinctive contribution 
in the very fact that he has forcefully carried us into the midst of 
dynamic, changing economic-social conditions and situations as 
we live them, in a complexly organized, legal, roundabout, credit 
economy; in that he cuts through the maze of complexities to find 
the transaction as an elementary economic unit that correlates 
conflict, interdependence, and order with social institutions; that 
he distinguishes so clearly between bargaining, managerial, and 
rationing transactions; that he reemphasizes in a new and vigorous 
fashion the universal conflict of the individual businessman- 
interests in contrast with social-welfare-interests in his basic 
principles of efficiency and scarcity; that he throws the spotlight 
of our attention so forcibly upon the future as contrasted with that 
of the past and present of former economic writers; and that he 
has pointed out a needed correlation and interdependence between 
economics and other social sciences such as law and ethics. 

His point of view and emphasis present a new approach for the 
study of our practical problems of business maladjustments, fric- 
tions, and lags as they are faced in the business cycle studies. His 
volitional, futurity concept of value coupled with that of negoti- 
ational psychology go a long way to account for the waves of 
optimism and pessimism as well as for the enormous margins of 
error to be found in the extreme business situations of a boom and 
depression. 

If one takes his apparently modest statement of aim—not to add 
anything new to economic theory, nor to refute old doctrines of 
economics, but to emphasize and to re-emphasize certain elements 
that have been neglected—he has apparently done this with vigor 
and effectiveness. It seems, however, that he has prepared 
especially well some new ground for the further analysis and study 
of applied economics in a dynamic society. 
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Capitalism the Creator. By Carl Snyder. New York: Macmillan 

Co., 1940. Pp. xii, 473. $3.75. 

It is impossible to do justice to this truly meaty book within 
the compass of a short review. Mr. Snyder has written a passion- 
ate, original, and effective defense of capitalism, and has made 
a very notable contribution to our statistical knowledge of the 
structure of the economic system and the conditions of its growth. 
One of the most important parts of the book is a series of fascinat- 
ing charts, mostly on the United States from 1850 to 1930. The 
steadiness of the rate of growth; the close relation of capital, 
value of product and the wages bill; the rather limited amount of 
capital accumulation for reproductive investment, and the fact 
that most of this comes from very wealthy individuals and cor- 
porations; and new statistical evidence for the Pareto curve are 
among Mr. Snyder’s most important findings. 

The implications of these findings with regard to the theory of 
capitalistic society are drawn clearly and with great force. While 
the reviewer cannot agree with Mr. Snyder’s contention that ac- 
cumulation of capital always has causal priority in economic 
progress (Mr. Schumpeter gives priority to innovations, which 
made capital accumulation possible out of their fruits), he has 
certainly presented impressive evidence against the assumptions 
of the over-savings theory and similar theories in vogue. 

Mr. Snyder’s book is much more than a statistical elucidation 
of the capitalistic system in operation. He gives a philosophy of 
history and culture which ascribes the highest value to a system 
of individualistic capitalism. He sees the greatest achievements 
and the best prospect of progress exclusively connected with such 
a system. He writes in a materialistic vein with a fervent opti- 
mism as to the achievements of liberal capitalism and their human- 
itarian value which has become too rare among contemporaries 
and may be a healthy antidote to the many gloomy and derog- 
atory appraisals of capitalism. 
80 
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With an astounding and varied knowledge, evidence of his keen 
and curious mind, Mr. Snyder tries to prove specifically the old 
contention that the liberal capitalistic system is more in line with 
the universal law of nature than any other conceivable political 
and economic system. He is fascinated by it not because of its 
profit-making characteristics, but because of the extraordinary 
Opportunities it gives the creative abilities of business men, 
scientists, and inventors in their joint effort to contribute to human 
progress. This, to the reviewer's mind, is thoroughly true and 
most ingeniously illustrated in this work. However, the author 
overworks his point when he tries to prove that capitalism has 
always existed and has always been the prerequisite of progress 
and culture. This can be claimed only by using the ambiguous 
term capitalism very comprehensively, neglecting the fundamental 
difference between the financial and commercial capitalism of 
earlier ages and the capitalism of modern mechanized production, 
which according to data given by Mr. Snyder, seems alone to 
have been productive of a great increase in the material well- 
being of humanity. Futhermore, his viewpoint is open to all 
the objections which can be raised against the purely rationalistic 
and materialistic concept of history and society. 

When Mr. Snyder consistently pins his hope on a more scientific 
approach to economics, he is right in so far as ill-conceived and 
biased economic notions can be blasted only by facts. But he is 
hardly right when he hopes for something like a natural science of 
economics. While inanimate matter and probably animals react 
in a predictable way to changing circumstances, men do not in 
any rational understandable way react to facts alone, but they 
react also to their opinions about facts or what they believe are 
facts. And there seems to lie the trouble. The psychological 
pattern and sociological development of mankind and its anti- 
capitalistic and in fact anti-productive consequences cannot, 
unfortunately, be set aside by proof that they are irrational and 
anti-productive. This, of course, does not minimize the eminent 
merit of opposing facts to mere assumptions consciously or un- 
consciously groomed to fit emotionally desired conclusions. 

Duke University HERBERT VON BECKERATH 
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Seeds of Destruction: A Study of the Functional Weaknesses of Capitalism. 
By John M. Blair. New York: Covici-Friede, 1938. Pp. 
xix, 418. $4.00. 

Mr. Blair finds seeds of destruction in capitalism because the 
system is violating four axioms which are essential to its successful 
functioning, namely: “‘first, that capitalism must not cast out of 
employment a progressively increasing number of workers nor 
lower the relative wages of those employed; second, that capital- 
ism must not progressively raise prices without correspondingly 
raising wages; third, that capitalism must not distribute a large 
portion of its income to the upper income groups; and fourth, that 
capitalism must be ever-expanding.’’ If these axioms are vio- 
lated, ‘‘enough purchasing power to consume most of the goods 
produced cannot and will not be produced,’’—all of which means 
that if there is to be mass production, arrangements must somehow 
be made for mass consumption. 

Considerable evidence is assembled to indicate the degree to 
which each of these axioms has been violated and the difficulties 
which arise in applying corrective techniques are explained. 
The author concludes: 


In order for capitalism to expand there must be high profits for 
productive investment and high wages for a large market. . . . Markets 
for the additional goods to be produced with the expanded capacity must 
be assured before business men will expand. But there are only two ways 
of accomplishing this—of increasing mass purchasing power—and they 
are, raising labor costs and lowering prices. . . . Both of these methods 
have been examined and found exceedingly difficult if not impossible of 
application within the framework of the capitalist system. But even if 
they could be successfully applied, their very enforcement would bring 
fear and lack of confidence to the business man, causing him to contract 
rather than expand his activities. 


While the book undoubtedly contributes to a better understand- 
ing of the nature of fundamental economic problems, the analysis 
is unnecessarily hedged about with obscure concepts of *‘the frame- 
work of capitalism’’ and the ‘‘business man.’’ In the “‘Introduc- 
tion’’ capitalism as an economic system is defined as nothing more 
than a multitudinous collection of variegated concepts; its only 
really distinguishing characteristic is the existence of private 
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capital. If so, there should be ample room within its framework 
to arrange for an adequate performance of the enterprise function 
without high profits as an inducement to employ fully and effi- 
ciently the nation’s resources. It is not particularly helpful to 
set up axioms which capitalism must not violate and then conclude 
that if it is prevented from violating them, capitalism will no 
longer exist. 
University of North Carolina James GiLBERT Evans 


Economics of Socialism. By H. D. Dickinson. London and New 
York: Oxford University Press, 1939. Pp. x, 262. $2.50. 
Not long ago Marxian economics was understood to be a system 

in which the private ownership of the means of production was 
made the fundamental point of departure for socio-economic 
analysis, and the class struggle was viewed as the dynamic ele- 
ment in history; it was not equilibrium economics. Today the 
economics of socialism is clearly demarcated from Marxian eco- 
nomics. The latter remains in essence a theory of development, an 
integrated system of thought designed to explain and forecast 
socio-economic change. The former is the orthodox neoclassical 
economics of balance adapted to the solution of the economic prob- 
lems of collectivism. Needless to say, this distinction is not yet 
clearly made in orthodox Marxian circles; it is recognized pri- 
marily by those who, though trained in equilibrium economics, 
either believe that equilibrium economics can be made to bear 
fruit only in a collective economy, or find in the solution of col- 
lectivist economic problems the surest and completest key to the 
understanding of the essentially economic aspects of organized 
human existence. 

Critics of socialism have attacked it on three scores: (a) that 
population pressure is inevitable under socialism; (b) that pricing 
problems cannot be effectively solved under socialism; (c) that 
under collectivism the incentive to work and progress will be 
greatly reduced. Capitalistic economics and experience have 
demolished criticism (a). Now capitalist economics is being em- 
ployed to refute criticisms (b) and (c) and to demonstrate that 
capitalist economics can be made to work only under collectivism. 
The gradual merger of capitalist and Marxian economics is thus 
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taking place in accordance with the Marxian theory of the dia- 
lectical nature of the growth of knowledge. 

In the work under review Mr. Dickinson seeks to refute criti- 
cisms (b) and (c), especially the former. Building upon his own 
past work and upon that of other students of the problems covered 
(e.g., Dobb, Lange, Taylor, Lerner, Hall, Sweezy, and others), 
the author investigates 


in the light of modern science the fundamental problems involved in 
the organization of human productive activity for the satisfaction of 
human needs in a society based upon the twin postulates of economic 
freedom (both for the worker and for the consumer) and economic 
equality. 


Having rejected the thesis that scarcity will not exist in a ration- 
ally planned society, and having demonstrated the place of rent 
and interest in a socialist economy, the author treats the problems 
associated (in a collectivity.) with demand and consumption, pro- 
‘duction and costing, distribution of income and resources, foreign 
trade, private enterprise, public utilities, money, pricing and 
planning, and freedom. A ten-page bibliography and a good 
index are included. 

Within a review of this sort critical appraisal of all the technical 
economic questions and reasonings involved is impossible. Sev- 
eral problems seem to this reviewer to be inadequately treated. 
The question of incentives, one of the most difficult in capitalistic 
as in collective economics, is not treated as thoroughly as one 
would like. Technical and practical administrative problems, 
stumbling blocks in all types of economies, require more detailed 
analysis. Finally, and of most importance, no sufficient answer 
is given to those who believe that economic collectivism inevi- 
tably involves the creation of an étatistic system and the destruction 
of non-economic individualism. Man being what he is, will 
the individualist be able to retain his individuality if political 
pluralism is not effectively combined with economic centralism. 
Perhaps Mr. Dickinson will deal with these problems in greater 
detail in a later work. 

Duke University J. J. SpEnciER 
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Elementary Economics. By Fred Rogers Fairchild and Others. 
New York: Macmillan Co., 1939. Fourth Edition. Vol. I, 
Pp. 701; Vol. II, Pp. 692. $2.50 each volume. 

This latest edition of the very well-known and popular text in 
economic principles has been expanded and in some sections 
completely rewritten to include the newer concepts, particularly 
on price theories. The authors, of course, show a complete 
mastery of the subject and the discussions are so complete and easy 
to understand that class explanations are reduced to a minimum 
thus permitting the instructor to develop topics closely related to 
chapter material. This completeness is evidenced, for example, 
by the chapters on money and banking in the discussions of the 
weaknesses in the American banking systems and in the discussions 
of managed currencies. The entire section on price is to be praised, 
particularly the emphasis on imperfect competition. It might be 
worth-while to omit almost all consideration of pure competition 
since it is merely a figment in the mind of the economist. Study 
of the volumes is simplified for the student because the authors 
generally deal with definite conclusions and do not indulge in 
controversial subjects which have no reasonably certain conclu- 
sions. This simplicity probably gives the students more knowl- 
edge of the facts and theories of economics but does not challenge 
the mind. Definitions generally are not brief and pointed and 
are sometimes hard to comprehend. Often it seems that the 
writers are attempting to circumvent definitions made by other 
writers rather than to present good ones of their own. There are 
some excellent definitions, however, as for example the two 
definitions of demand. 

Individual chapters are well organized as to length and as to 
sequence of subject matter. Asa rule the treatment in each chap- 
ter is presented logically but sometimes a subject after it has been 
closed is reopened for no apparent reason. The use of the histori- 
cal approach, while developing sequence, becomes a mere cata- 
logue of facts and does not challenge the thinking of the reader 
as much as an analytical and critical approach would have done. 
This approach together with the length of the volumes accounts 
for the ‘‘uninterestingness’’ of which students complain. 
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The sequence of chapters is not to be commended as much as the 
sequence within the chapters. The more basic concepts should be 
moved to the earlier part of the book. The law of diminishing 
returns does not come until page 354, after the somewhat de- 
pendent chapters on price, factors of production and control of 
production have been read. 

It is doubtful whether several of the discussions merit the 
space given to them, namely, income tax, property tax, popula- 
tion problems; while the more important concepts of diminishing 
returns, the marginal productivity theory of labor, and other basic 
theories should be given fuller treatment. 

These two volumes are full of economic theory but the volumi- 
nous array of current and historical facts makes it a laborious and 
often monotonous task to find the excellent theory that is present. 

Howard College Louis W. Lour 


Government and Economic Life. By Leverett §. Lyon, Myron W. 
Watkins and Victor Abramson. Washington: Brookings In- 
stitution, 1939. Pp. viii, 519. $3.00. 

Cognizant of the increasing importance of government in present- 
day economic life, the authors here undertake an analysis. The 
approach and treatment show clearly that the authors are pri- 
marily economists rather than policital scientists. The reader is 
shown how and why the government functions both to aid and to 
control the economic system. Little attention is paid to the 
machinery by which the government does what it does. 

By way of introduction, a brief discussion is given of the factors 
conditioning public policy toward economic life in America: 
(1) the tradition of individual freedom; (2) abundant natural re- 
sources; (3) a governmental framework involving such elements 
as a written constitution, a division of powers, guarantees of civil 
rights and a flexible police power; (4) a private enterprise system; 
(5) guiding objectives and criteria of government. 

Our government’s relation to our economic life takes two funda- 
mental forms: implementation and regulation. Implementation 
is a positive force, working through such means as the provision 
for private enterprise to organize into effective units, chief of which 
is the corporation, to go through bankruptcy and reorganization, 
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to take out patents, to use a monetary mechanism, to adjust labor 
disputes, and the provision and dissemination of knowledge. 

Regulation may be regarded as the operating rules of a private 
enterprise system. Four types of regulation are distinguished: 
(1) that designed to prevent certain forms of business action which 
destroy competition; (2) that designed to restrain business action 
which is regarded as unfair or undesirable competition; (3) that 
designed to deal with concerted action by workers; (4) that de- 
signed to place limitations on the terms and conditions of em- 
ployment. 

The reader might quibble over such trivia as whether 7 chapters 
out of a total of 18 should be given to the topic of labor, or whether 
a monetary mechanism is properly classed as an implement of 
private enterprise or whether it should be regarded also as a control 
device. But the freshness of approach and the vigorous yet 
scholarly writing are convincing proof of the worth of the book. 

The Woman’ s College, Avert S. KEgisTER 

University of North Carolina 


Public Policy: A Yearbook of the Graduate School of Public Administra- 
tion, Harvard University. Edited by C. J. Friedrich and Edward 
S. Mason. Cambridge: Harvard University Press, 1940. Pp. 
xlii, 391. $3.50. 

This volume is allegedly an account of the light scholarship 
may throw on the research clarification and analysis of public 
policy. The general theme is government regulation, but the 
main papers reviewed here are economic in nature. Friedrich 
defines public policy as continuous decisions about what to do. 
The obtaining of other technicians’ consent and the development 
of a public relations technique to feel the citizens’ pulse are sug- 
gested inter alia to render administrators responsible without 
stripping them of their powers. 

Mason makes a plea for a practical evaluation and a concise 
definition of the issues of price policies and full employment, but 
a quick example is not set. 

In the best paper, in point of caliber and depth, Wallace evalu- 
ates the most important recent factual and theoretical studies on 
industrial markets. A desirable balance of the effects of structural 
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efficiency, allocation and utilization of resources, distribution of 
incomes, progressiveness, the business cycle and the trend of the 
level of the use of resources is stated to be an essential corrective 
to the idea that monopoly is the main cause of our industrial diffi- 
culties. 

Jaszi’s paper on England’s budgetary experience is a thorough 
job of mixing economic causal relations and facts although 
American experience would have been more relevant. Frase con- 
cludes that the public employment service lines of attack in 
Germany and in war-time England must be followed in the 
United States to preserve democracy without analyzing the 
economic effects thereof. 

The experimental and research objectives of the Graduate 
School of Public Administration are fine; positions beyond clarifi- 
cation of issues could be additional results of future yearbooks. 

University of Kentucky Orsa F. Traytor 


Golden Avalanche. By Frank D. Graham and Charles R. Whit- 
tlesey. Princeton: Princeton University Press, 1939. Pp. 
233, xv. $2.50. 

The cost of maintaining a gold standard has been a matter of 
interest to economists at least as far back as Adam Smith. In the 
past, this cost has not been very large; now, in the United States 
it is tremendous. We now hold some $18 billion in gold, and our 
net gold imports in 1939 were nearly $3.5 billion. 

This avalanche of gold is a major problem. For this reason the 
penetrating analysis presented by Professors Graham and Whit- 
tlesey is particularly welcome. In an easy and delightful style, 
they tell how the gold problem originated, what it is, and what 
action may be taken to solve it. Not everyone will agree with 
their views, but it will be generally agreed that they have clarified 
the issues. 

Gold has come to this country for two reasons: first, the high 
real value of gold; second, the preference for holding dollar assets 
rather than other monies or gold. That is another way of saying 
that we have largely paid for this gold by an excess of exports and 
by selling dollar claims. 

The objections to permitting the continued influx of gold are 
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clear. We are giving goods for useless gold which may in time 
lose value because of demonetization. There is the danger that 
we may in the end possess nearly all of the world’s stock of gold 
in a world that has abandoned the monetary use of gold. The 
second objection, perhaps even more important, is that the reserves 
built up through the influx of gold may become the basis for 
inflation. The danger is not immediate, but its potentialities 
are tremendous and cannot be overlooked. 

What can be said in favor of continuing the influx of gold (and 
in defense of the established policy on gold)? It has made possible 
greater sale of American products abroad, a matter of some im- 
portance in time of depression, particularly when the indirect 
effects of the increased income from exports are taken into account. 
The authors point out that the same effects would have been 
brought about by the expenditure of the same funds at home 
rather than on the purchase of imported gold. This should be 
true, but it must not be overlooked that the attitude of business- 
men is important, and businessmen have generally raised much 
more objection to government relief expenditure than to expendi- 
ture in the purchase of gold. 

A second reason in favor of permitting the continued influx of 
gold is that nearly all of it comes from the Allied countries. The 
stock of gold held by England and France, and the flow of gold 
from their mines, will provide them with dollars for the purchase 
of essential supplies. This sympathy is understandable, but it is 
difficult to base domestic monetary policy on international sym- 
pathies. 

The authors conclude that the gold problem is of such immediate 
importance as to require positive action in the near future. The 
proposals made by Professors Graham and Whittlesey cannot be 
considered in a brief review. It is to be hoped that the book will 
be widely read, for their proposals deserve earnest consideration. 

University of North Carolina E. M. BernsTEIN 


The Evolution of Finance Capitalism. By George W. Edwards. 
New York: Longmans, Green & Co., 1938. Pp. xvi, 429. $4.00. 
There is in this book an interesting and well documented ac- 

count of the development of a security capitalism whose out- 
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standing characteristics are considered to be the separation of the 
owner of securities from the management of enterprise and the 
impersonalization of the ‘‘savings-investor’’ and the ‘‘savings- 
receiver.’’ Beginning with a rising tide of investment in govern- 
ment securities, the pattern of development proceeds through the 
financing of the early public and private transportation com- 
panies; of the basic industries, including the railways; of foreign 
expansion; of preparation for war, and war; and, finally, of a 
pervasive holding company structure. Everywhere its rise and 
development has been followed by crisis, largely as a result of 
wholly inadequate social controls, although war as a disruptive 
influence should not be minimized. The main difficulty seems to 
have been that those who garnered the economic power over 
financial manipulation tended almost universally toward “‘ir- 
responsibility’’ in the matter of keeping a reasonable relationship 
between capitalization and real investment, resulting in excessive 
instability in the economic system. 

Professor Edwards considers the reform of security capitalism 
the most pressing problem of the day. If it survives, it must have, 
he believes, a wide popular support in a democracy which means 
a much wider diffusion of capital ownership than at present exists. 
The leopard must change his spots. 

While the author's assertion that ‘‘the control of capitalism 
through monetary manipulation is a futile policy’’ is well founded, 
his own program for control is also inadequate, though desirable 
in itself. He suggests that since the volume of (intended) saving 
is difficult to control, the rate of investment should be subjected 
to management through an investment banking system similar in 
scope to the Federal Reserve System. Such a scheme might pre- 
vent an unjustifiable expansion of security issues along with other 
evils of the present procedure; but unless the control agency would 
be prepared to act positively in order to make certain that all 
available funds were actuaJly used either for public or private 
investment, the economic system would not function efficiently. 
Professor Edwards’ proposals do not envisage such positive, but 
probably essential, action. 

Of particular interest at this time is the description of the man- 
ner in which the people of this country became involved in financ- 
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ing the first world war, and Professor Edwards’ conclusion that 
our entrance into that war ‘‘was not the result of a small group 
of bankers, but came about because the great mass of American 
people had acquired an important economic interest in the success 
of the allied cause.”’ 

University of North Carolina James GitBertT Evans 


Normal and Abnormal International Capital Transfers. By Marco 
Fanno. Minneapolis: University of Minnesota Press, 1939. 
Pp. xi, 120. $2.00. 

This book by one of Italy’s better-known economists is a re- 
vision of the well-received I Trasferimenti anormali dei capitali 
¢ le crist published in 1934. At that time it was the first exhaustive 
study of the interrelation of abnormal capital movements and the 
depression, and the first analysis of the flight of capital since 
Machlup (Weltwirtschaftliches Archiv, 1932, Vol. 36.) to apply the 
theory of the transfer mechanism to the sudden large-scale with- 
drawal of foreign short-term funds and exodus of national capital. 
The definition of abnormal capital transfers criticized in the 
Italian edition has been clarified and the analysis considerably 
extended. Chapters1,7,and8arenew. The purpose of the book 
is to analyze the fundamental characteristics, underlying factors, 
and repercussions of abnormal capital transfers. 

Abnormal capital transfers, unlike normal capital transfers, do 
not result from the net differential interest rate prevailing between 
nations, do not consist primarily of products and services, and are 
not financed by real savings. Rather they are caused by (1) war 
debts, (2) fear of capital levy, fear of social or political revolution, 
distrust of solvency of banks, distrust of money; they consist 
almost wholly of gold and are financed primarily by expansion of 
credit and forced savings. Flights of capital, transfers resulting 
from fear, are sudden, violent and unarranged and accordingly 
present greater difficulties than war debts which are orderly and 
pre-arranged. In the case of a large, sustained flight of capital, 
to prevent complete loss of reserves the banks refuse payment in 
gold, which freezes all foreign debts and begins exchange 
depreciation. This upsets business confidence: liquidity disap- 
pears, hoarding begins, and a crisis results. This in turn par- 
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alyzes foreign trade and economic life and the crisis spreads to the 
satellite nations and later to others. The gold-receiving nations, 
to prevent inflation, sterilize the new gold; and to guard against 
the reflight of it, call in their gold balances abroad. This reduces 
the reserves and confidence abroad, foreign investment and trade 
decline sharply and a world-wide crisis occurs. To prevent ex- 
cessive deflation, the nation losing gold breaks the relation be- 
tween reserves and credit, and since credit in the gold-receiving 
nations is actually contracted due to fear, hoarding, and the world 
crisis, the Ricardian theory of the distribution of precious metals 
breaks down. A paradoxical situation now follows for the latter 
nations in that the deflation increases the value of gold, more gold 
is produced, and the supply of an already superabundant metal 
increases. 

This book is the first of a series of studies in Dynamic Economics 
issued by the University of Minnesota largely at the suggestion of 
Dr. Altschul, and in many ways is a continuation of The Veréffent- 
lichungen der Frankfurter Gesellschaft fur Konjunkturforschung also 
started largely at the instigation of Dr. Altschul. If Professor 
Fanno’s realistic, penetrating, path-breaking work is any criterion, 
this series will be greatly welcomed. 

Louisiana State University Ervin K. ZINGLER 


Monetary Experiments: Early American and Recent Scandanavian. 
By Richard A. Lester. Princeton: Princeton University Press, 
1939. Pp. xvii, 316. $3.50. 

The first half of this book treats of several of our early American 
monetary experiments, most of which “‘either have never been 
written up before or have not heretofore been thoroughly an- 
alyzed.’” These experiments fall into two general types: (1) 
attempts to overcome business depressions by means of monetary 
policies, and (2) attempts to achieve a more stable price level, a 
more stable economy, or a more satisfactory kind of money 
through the adoption of a new or different monetary standard. 

The studies include ‘‘Playing-Card Currency of French Canada”’ 
in the period 1685-1720; ‘‘Currency Issues to Overcome Depres- 
sions in Pennsylvania’’ in 1723 and 1729; ‘‘Prosperity Issues in 





~~ 








eg. 





BOOK REVIEWS 93 


New York, New Jersey and Delaware’ from about 1720 until the 
Revolutionary War. The author concludes that ‘‘the middle 
colonies were very successful with currency issues as prosperity 
measures and that their experience with a social dividend in Mary- 
land in 1733,’" (an early ‘‘social dividend’’ similar to that more 
recently advocated by Major C. H. Douglas in his books on social 
credit); the ‘““Tabular Standard in Massachusetts’’ in 1742 and 
1780; and “‘Retention of the Gold Standard in California and 
Oregon during the Greenback Inflation’’ (prior to the greenback 
period paper money—state bank notes—which in the East com- 
posed a half of the money supply) did not circulate on the Pacific 
Coast, so the people there considered gold and silver coins their 
‘‘natural’’ money, and business men accepted greenbacks, if at all, 
only at a heavy discount. In his preface, the author explains 
that ‘“‘these particular experiments have been singled out for 
detailed study because they are especially interesting and instruc- 
tive, and because in many cases they were successful... . The 
currency issues of the middle colonies, circulated originally to 
overcome business depressions, put these colonies on a paper 
standard and gave most of them a more stable money during the 
half-century before the Revolutionary War than gold and silver 
money proved to be.”’ 

Dr. Lester’s discussion does *‘help to correct the false impression 
that our colonial experience with currency issues was disastrous.”’ 
He gives our colonial forefathers more credit for intelligence on 
money matters than has been customary among monetary his- 
torians. 

The second main division of the book discusses recent monetary 
experiments in the Scandinavian countries, and Sweden’s attempt 
at a ‘‘managed commodity money,’’ following abandonment of the 
gold standard in 1931, which has been the subject of much contro- 
vetsy and discussion among monetary experts and laymen since 
our abandonment of gold. Obviously favorable to the purchasing 
power parity idea and unfavorable to the restoration of the gold 
standard, the author deduces from experience in the Scandinavian 
countries during 1925-1928 and experience in other countries 
during the two world-wide depressions after the war that ‘‘it 
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may be possible to avoid a world-wide depression by monetary 
measures, and also to bring on a severe depression by monetary 
manipulation of a deflationary character during a period when the 
rest of the world is enjoying an upswing in business.”’ 

Dr. Lester's careful study in Chapter X of Sweden's experiment 
with ‘Managed Money”’ since 1931, which it may be assumed had 
some influence in shaping the monetary policies of the New Deal, 
reaches the conclusion that “‘though the Swedish experiment with 
managed money may not have accomplished all that the most 
ardent advocates claim for it, it certainly indicates that a goods 
standard can be made to function much more satisfactorily than a 
gold standard. Of course, Sweden is an ideal country for such 
monetary experimentation.’’ On the other hand, as Dr. E. W. 
Kemmerer notes in a foreward to this volume, ‘““The discussion 
of the Swedish attempt at ‘managed money’ . . . shows that this 
experiment has not been as successful as some people in this coun- 
try have claimed.”’ 

And it may be added that whatever degree of success Sweden 
may have had with managed money offers no assurance that a like 
measure of success would attend its adoption in a country like the 
United States with so different a national and international 
economy and status. Certainly our recent experiences under the 
New Deal, confusing and inconclusive as they may be, raise the 
gravest doubts. 

University of Miami Joun Tuom HotpswortH 


The Sugar Economy of Puerto Rico. By Arthur D. Gayer, Paul T. 
Homan, and Earle K. James. New York: Columbia University 
Press, 1938. Pp. xviii, 326. $3.75. 

This book, although sponsored by two of the land-owning 
sugar companies of Puerto Rico, is an objective study of that 
country’s sugar industry—its structure, operation, problems, and 
place in the country’s economy. It sets forth the over-population 
of the country, the seasonal character of the industry, the trends 
toward further mechanization and concentration, and the im- 
portant part played by outside investments, but it makes no at- 
tempt to suggest solutions for the resulting problems. 

While the book contains much statistical material, the authors 
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have interpreted the statistics first and presented the detailed 
statistical tables afterward—a highly commendable feature. 
Most of the statistics are for two short periods—1927-8, and 
1934-5—and accordingly cannot be accepted without reservations 
for other periods. But this shortcoming cannot be charged 
properly against the authors who have performed a prodigious 
task in collecting and compiling statistics. They have left a 
feeling of inadequacy, however, by failing to correlate the great 
amount of unemployment to factors other than the seasonal 
nature of the industry! To what extent have the fixing of hours by 
law, the raising of the rate of wages by strikes and collective agree- 
ments, and the restrictions of A. A. A. contributed to the increased 
mechanization, concentration, and chronic and widespread un- 
employment in good times as well as bad? Have these factors 
combined to prevent further expansion of the sugar industry? 

The book successfully challenges sweeping generalizations— 
for example, that the plight of the island is due to the drain by 
outside investors. It points out that the conflict is a three-way 
one—sugar companies, cane growers, and wage laborers—with 
the independent cane growers, especially those near the non- 
profit margin, being squeezed by both the others. It shows that 
the costs for producing sugar in Puerto Rico are about half way 
(2.54¢ a pound) between those of Cuba (1.33¢) and Louisiana 
(3.774); and that wage rates range from s5o0¢ to $1.50 a day; so 
that a change in policy by the federal government is of vital in- 
terest to Louisiana, perhaps more than to Puerto Rico. 

Tulane University Cxiarence E. BonNNETT 


Labor Legislation in Czechoslovakia: With Special Reference to the 
Standards of the International Labor Organization. By Esther 
Bloss. New York: Columbia University Press, 1938. Pp. 210. 
$3.00. 

This monograph is an excellent descriptive and analytical study 
of labor legislation in the territory which was once Czechoslo- 
vakia, both when it was a part of Austria-Hungary and when it 
was arepublic. However, it makes practically no claim or attempt 
at critical comment and evaluation, or to set forth the conflict 
of organized forces which no doubt contributed to the demise of 
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the republic. While well organized and clearly and interestingly 
written, the book has followed conventional lines and has not 
tried to investigate the effects of the operation of the labor legis- 
lation. The author raises this question when she asks why 
Czechoslovakia practically ceased to ratify conventions of the 
I L O after 1929, but her answer is far from being clear or con- 
clusive. 
Tulane University Criarence E. Bonnett 


Labor Problems in the United States. By Mac H. Donaldson. New 
York: Longmans, Green & Co., 1939. Pp. x, 289. $1.00. 
Among the commendable features of this book is the absence of 

distracting scaffolding to encumber the pages of the text; annota- 

tions, reference notes, questions, and tables of statistics are rele- 
gated to appendices. Topics in wide range are touched upon; 
many are remote to the labor problem which the author has not 
comprehended clearly; and their inadequate and sometimes er- 
roneous treatment keeps the book from being the “‘complete 
course”’ it claims to be. It condenses much of the tertiary material 
of current textbooks. Accordingly, were it more accurately and 
better written, it would be highly useful to students cramming for 

a comprehensive but superficial examination. 

It shows confusion in vital matters. For instance, the heading 
for the discussion of the weapons of employers and their associa- 
tions is ‘‘Weapons of Labor and Mixed Groups.” 

The following paragraph is a fair sample of the language and 
general treatment of topics: 


Political influence requires the employer to give as well as to take. A 
strike is a ‘‘hot potato’’ to be dropped privately if possible. Many 
people have found themselves out of politics because they used their 
political influence to win a strike. This notorious fact coupled with the 
politician’s plea: ‘“Let me fix it. I can get you more in a friendly way 
than you can, by fighting,”’ discourages labor quarrels. Political leaders, 
employers of labor, need the reputation of being willing to ‘‘give the 
shirt off their backs to a friend.’” Many do, and never get it back [pp. 
go-9r]. 

Tulane University Crarence E. BonnetTT 
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What is Collective Bargaining? By Mollie Ray Carroll. New York: 

Longmans, Green & Co., 1939. Pp. viii, 109. $1.75. 

Readers of the daily press, continually confronted with head- 
lines announcing labor warfare, may perhaps be excused if they 
fail to realize that collective bargaining not militancy is the pur- 
pose of trade unionism. Militancy has news value; collective 
bargaining apparently has none. In this little book Miss Carroll 
presents a popularly written description of that often neglected 
part of unionism. 

In the first chapter of her book the author describes how collec- 
tive bargaining, used first only in emergencies such as the Great 
War, is now accepted in many industries as the method of em- 
ployer-employee relations. In later chapters the machinery and 
procedure for industrial collective bargaining are described and 
sufficient information concerning union organization is given to 
afford an understanding of the reasons for and the strength of the 
national unions and the federations. 

To Miss Carroll, however, collective bargaining is not limited 
to relations between employers and employees. It is a method of 
procedure that can with profit be extended both to labor's rela- 
tions with the state and, more broadly, to the relation of various 
interests in the state to each other. This rather unusual view of 
collective bargaining is well presented, both with respect to the 
need for it if the interests of all are to be preserved, and with 
respect to the detailed requirements for its success. 

Many readers will accuse Miss Carroll of being too idealistic 
and too far from the day-to-day struggle for existence. All must 
agree, however, with a statement on the jacket of the book which 
reads, ‘“This book is a challenge to each one of us to ‘Come let 
us reason together.’”’ 

Duke University Frank T. pz VyvER 


The Prevailing Minimum Wage Standard, By O. R. Strackbein. 
Washington: Graphic Arts Press, 1939. Pp. vii, 187. $2.50. 
This study of the wage standard established by the United 

States government for the purchase of its supplies is, to say the 

least, timely. It is a realistic analysis of the Public Contracts 

Act in operation and in its making the author has succeeded in 
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realizing the aim which he sets forth in the preface: that the 
study be dispassionate and ‘“‘free from partisan overtones.”’ 

The greater part of the book is devoted to the administrative 
problems encountered by the Public Contracts Board as one of 
the three federal agencies charged with applying prevailing wage 
standards. The Fair Labor Standards Act, in contrast, adopts 
a mixed standard and provides for consideration of competitive 
conditions as affected by transportation, living and production 
costs. The author presents the contrasts between the laws and 
details the difficulties confronting the board. For example, only 
one of the criteria provided by the act for determining prevailing 
wages was found to be practically applicable. Determinations 
actually made in four industries are effectively used as illustrations. 

The author is a careful man. He thinks it is too early to form 
conclusive opinions in regard to minimum wage regulation. 
Results have been ‘both disappointing in many respects and satis- 
factory in others."’ The Public Contracts Act has to a limited 
extent assisted in maintaining ‘‘the higher wage structures which 
are current in some industries. It helps prevent lower wage 
structures breaking into yet lower ground.”’ 

The readability of the study has been somewhat impaired by 
the almost Germanic doggedness with which some points have 
been brought to earth and by too much seemingly unnecessary 
repetition. On the other hand, one appreciates the desire to 
be thorough and the care which the author has taken to avoid the 
intrusion of partiality. The study is decidedly worthwhile and 
it remains only to regret that the publishers have set a rather high 
price on such a short book. 

University of Alabama Burton R. Mortey 


Old Age Security. By Margaret Grant. Washington: Social 
Science Research Council, 1939. Pp. xiii, 261. $2.50. 

Out of the Frying Pan. By Winston Moore and Marion Moore. 
Los Angeles: DeVorss & Co., 1939. Pp. 195. $1.50. 

What Will Social Security Mean to You? By Bion H. Francis. Cam- 

bridge, Mass.: American Institute for Economic Research, 1939. 

Pp. 85. $1.00. 

Of these three volumes that deal with the current problem of 
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old age security only one deserves the attention of scholars. That 
volume is Miss Grant’s Old Age Security. This volume constitutes 
a careful analysis of foreign experience which throws much light 
on parallel problems in the United States. 

Miss Grant gives a comprehensive account of both the contribu- 
tory old age insurance and the noncontributory old age assistance 
approaches to the problem of old age security. The historical 
background, the differences and similarities, advantages and dis- 
advantages, and the interrelationships of the two approaches 
are described and discussed. Emphasis is placed upon the financial 
problems involved. Although some data is given on every country 
with national provisions for the aged, seven countries are studied 
in detail. ‘“The operation of old age insurance systems is illus- 
trated by the experience of Germany, Great Britain, Czecho- 
slovakia, and Sweden. These systems are contrasted with the 
noncontributory assistance or pension plans of Denmark, Great 
Britain, New Zealand, and Australia.”’ 

In conclusion, Miss Grant states three basic issues which govern- 
mental old age provisions, whether contributory, noncontributory, 
or a combination of both, attempt to solve. What groups should 
be protected? What degree of security or standard of living 
should be provided? How should the cost be distributed among 
different economic classes and generations? These major issues 
are not finally settled by any one decision, but recur continually. 
Their significance is especially great for the United States where 
the acceptance of national responsibility for old age security is 
so recent. In suggesting the various possible answers to these 
continuing problems, this volume offers a description of the courses 
followed in other countries with the consequent results, rather 
than theoretical proposals. 

In contrast, Out of the Frying Pan, offers only a graphic, but 
superficial, account of the ‘‘Ham and Eggs’’ movement in Cali- 
fornia. This book pictures the individuals associated with the 
movement, their promotion devices, and their sources of support. 
The defeat of the 1938 ‘Retirement Life Payments Act’”’ by popular 
vote was attributed to adverse publicity. Hence, the promoters 
of this movement, which is also known as ““Thirty Dollars Every 
Thursday,’’ undertook an extensive and expensive promotional 
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campaign prior to the referendum of 1939. In the face of this 
campaign the decision of the California electorate offers some 
encouragement in the ability of a democratic society to discipline 
itself. The authors of this volume fail to treat of this topic, 
however, or of any of the fundamental problems from which this , 
fantastic pension movement arises. 

If you really want to learn about What Will Social Security Mean 
to You?, do not look to the pamphlet by this name to afford you 
the answer. This pamphlet reviews briefly the scope of the 1935 
Social Security Act and the 1939 amendments to the act. It 
contains a summary of the public assistance, public health, and 
unemployment compensation provisions of the act. More de- 
tailed analysis of the old age and survivors insurance provisions 
is included. This analysis reaches the conclusion that the pay- 
roll taxes will seriously lower living standards, increase the costs 
of administering business, encourage the development of small 
enterprises, and have a discriminating effect upon different in- 
dustries. As well, it is urged that the whole problem of old age 
security be reviewed to determine whether it is advisable to under- 
take the protection of other than those aged persons who are in 
need. Throughout, this pamphlet is weakened by an unfortunate 
number of overstatements, understatements and by limited and 
sketchy references to the research upon which critical opinions 
are based. 

Social Security Board Joun J. Corson 


Financing Economic Security in the United States. By William 
Withers. New York: Columbia University Press, 1939. Pp. 
xX, 210. $2.75. 

This book is an analytical study of the economic problems in- 
volved in fund raising and fund spending for relief purposes. In 
addition to analysis, however, the author applies the results of 
that analysis to a proposed program for bettering relief and social 
insurance. 

As the basic problem running through the whole field of security, 
Professor Withers sees the necessity, when funds are disbursed, 
for compromise between the ‘‘need’’ principle and the ‘‘ability’’ 
principle. Why, under modern capitalism, he insists upon calling 
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these respectively socialistic and capitalistic principles is not 
apparent. The weighing of need versus ability is quite clear in 
the chapters describing the American relief and security programs 
and the sources and distribution of relief funds between 1933-35. 
The author sees a gradual shift from payments by the federal 
government according to need under F. E. R. A. to payments 
according to ability under W. P. A. and the Social Security Act. 

The author feels, however, that we did not have to move as far 
from the need principle as we did in adopting W. P. A. and the 
Social Security Act, though he claims that a much larger amount 
of money would have had to have been spent if we had not done 
so. The problems of raising and spending these larger sums form 
the subject of the next two chapters (IV and V). Chapter V is 
an excellent but brief summary of the ideas of several groups of 
economists with reference to government taxing, borrowing, and 
spending. Chapter VI following Miss Newcomer's analysis of 
tax resources, concludes that ‘public funds to the amount of five 
billion were thus within the reach of the tax collector... .”’ 
(p. 91). If the United States and the several states had more 
adequate tax systems there is no ‘‘reason why genuine security. . . 
(could not) be provided in the next depression, barring a gross 
maldistribution of funds’ (p. 103). Apparently we have sought 
to raise funds in the same way we opened new lands. Thus, since 
there were plenty of funds for ordinary expenses, there has been 
no need to seek the best and most efficient form of taxation. Such 
wasteful procedure can be seen in a state like New Jersey which 
raises most of its funds from real estate taxes, leaving untapped 
the large sums that could be raised by income taxes. The author 
concludes that if we were to tax efficiently we could, without 
seriously disturbing our economic system, raise several billion 
dollars additional revenue. 

In the final chapters Professor Withers describes the principles 
under which larger federal funds could be distributed. Having 
measured the needs of the clients, that estimate could be compared 
with the taxpaying ability of the state and local governments. 
Ability, however, should be but one of the guiding principles 
both with reference to federal aid to states and with reference 
to the selection of persons to receive aid. Need is of ever greater 
importance and should always be considered. Though such a 
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program will not satisfy extremists on either side, the author 
concludes that a compromise between need and ability must be 
devised. He offers reasonable suggestions as to the details of 
working out that necessary compromise. 

Duke University Frank T. DE VyYvER 


Economic Consequences of the Seven-Hour Day and Wage Changes in the 
Bituminous Coal Industry. By Waldo E. Fisher. Philadelphia: 
University of Pennsylvania Press, 1939. Pp. xv, 130. $2.00. 
This study is an attempt to ascertain the economic consequences 

of the seven-hour day and the increased wage rates as embodied 
in the 1934 and subsequent wage contracts in the bituminous coal 
industry. More specifically, Dr. Fisher has sought answers to 
questions concerning the effect of shorter hours and higher wage 
rates upon per ton labor costs, output per man day, rate of mecha- 
nization, volume of employment, annual earnings, and the acci- 
dent rate. 

Subject to important qualifications the answers to these ques- 
tions run as follows: (1) a reduction in number of men employed 
per million tons produced; (2) a steady increase in output per man 
per day; (3) a sharp increase in the rate and degree of mechaniza- 
tion; (4) an increase in the per capita annual income. No specific 
statement is made relative to the effects of shorter hours upon the 
accident rate although the author leaves a questionable inference 
when he reports that ‘‘fatal accidents per million man-hours rose 
12.8 per cent and non-fatal accidents 2.1 per cent.”’ 

While the conclusions drawn by Dr. Fisher are significant and 
the statistical evidence is impressive, the qualifications which the 
author carefully attaches to his findings tend to make the picture 
somewhat obscure. The coal industry is extremely dynamic and 
the author readily admits that it ‘‘is faced with a variety of forces 
and conditions which are ever changing.’’ Consequently, it is 
impossible accurately to determine the effects of shorter hours 
upon mechanization or the specific effect of wage increases upon 
coal prices during an upward swing in the business cycle. 

The authcr’s handling of his statistical material and his obvious 
appreciation of the limitations involved convince the reader that 
this is an objective and realistic study of the first rank. 

Roanoke College Cuarzzs P. ANSON 
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The Economics of Corporate Enterprise. By Norman S. Buchanan. 
New York: Henry Holt & Co., 1940. Pp. xvii, 483. $3.25. 
This well-written volume is a welcome addition to the textbook 

literature on business finance. Its moderate length is fortunate in 
view of the need of supplementing its genuinely theoretical content 
with the descriptive materials which typify the ordinary textbook 
in corporation finance. But this isnoordinary book. Theauthor 
has avoided the description of transient facts and has concentrated 
upon the application of up-to-date economic analysis to the prob- 
lems of individual corporate enterprises in order to develop a set 
of enduring principles of general applicability. 

The book is divided into three parts: ‘‘Legal Aspects of Cor- 
porate Enterprise’’; ‘‘Economic Aspects of Corporate Enterprise’’ ; 
and “‘Business Reorganization and Enterprise in the Modern 
Economy."’ In the reviewer's opinion, the most significant seg- 
ment lies in Part Two and the first two chapters of Part Three. 
Therein the author employes marginal analysis in his examination 
of the promotion, financing, operation for profit, income distribu- 
tion, expansion, failure and reorganization of single business 
enterprises in a capitalistic society characterized by monopolistic 
competition. Space permits reference to only a small fraction of 
his conclusions. 

The maximizing of net income involves the selection of the best 
of the available alternatives relative to the individual assets. This 
selection implies the choice of those asset exchanges and asset 
transformations which will maximize the net income stream. 
From the owners’ viewpoint the maximizing of returns is essen- 
tially forward-looking but the accountant’s concept of income is a 
backward-looking estimate based, in part, upon untenable as- 
sumptions. And, unfortunately, the accountant’s reports influence 
many estimates and decisions. Selling policies are thereby mis- 
directed, credit ratings and external relations are warped, and 
the economy as a whole is adversely affected by misguided and, 
possibly, inadequate investment. 

The wisest corporate dividend policy is indicated by the applica- 
tion of the marginal principle to the investment of earnings. 
American corporation practice of reinvesting substantial portions 
of reported net income is based upon unsound arguments and the 
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traditional stable dividend policy not only injures shareholders 
but penalizes society through the consequences of misdirected and 
possibly excessive investment, although it may permit some 
maintenance of aggregate consumers’ outlay during a slump. 
Adjustment to the tiade cycle involves the abandonment of price 
and production policies based on average costs; and the adoption 
of a marginal cost-marginal revenue type of analysis to determine 
output and prices would not only benefit the enterprise but would 
generally create more flexible prices and facilitate adjustments 
of the economic system. 
Southwestern W. Ross JuNKIN 


Introduction to the Law of Business Corporations. By Lewis Mayers. 
New York: Longmans, Green & Co., 1939. Pp. 213. $1.00. 
This volume is another of the American Business Fundamentals 

series in which the author attempts to present the subject briefly 

but adequately. This reviewer feels that Dr. Mayers has moved 

too far in the direction of brevity. For example, on page 68 

where the legal responsibilities of parties connected with the 

preparation and certification of materials in registration state- 
ments under the Federal Securities Act are dealt with, the author 
indicates in a footnote that these liabilities are qualified in several 
important respects. It would be more satisfactory for the student 
to know what these important qualifications are. Dr. Mayer 
makes no mention of them either in the text or in the footnotes. 
Again, on page 61, he states that when shares are issued in ex- 
change for a business and the shares have a par value, they should 
not, under the statutory provisions referred to, exceed the fair 
value of the business acquired. But the reader is given no hint 
as to the meaning of fair value nor can he find any reference to 
it in the index. Perhaps it is too much to expect the concept of 
fair value to be elaborated in a brief textbook of this type but it 
does seem desirable that the student be warned of its vagueness. 

If this could not be done in the text, attention might be called 

to it by a footnote. 

A cross reference of supplementary readings for each chapter 
and a bibliography are made available for the student who wishes 
to pursue the subject matter more intensively. Test questions 
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are presented on the contents of each chapter. These should be 
useful both to the student and the teacher. 


Dartmouth College Wititiam A. Carter 


Does Distribution Cost too Much? By Paul W. Stewart, J. Frederic 
Dewhurst and Louise Field. New York: Twentieth Century 
Fund, 1939. Pp. xvii, 403. $3.50. 

This book represents the most recent study of the Twentieth 
Century Fund, a non-partisan, non-profit foundation, organized 
and endowed by the late Edward A. Filene. The first ten chapters 
consist of a factual survey, based primarily on the 1930 Census 
of Distribution. These cost figures are broken down, (1) as to 
commodity classifications and, (2) as to agencies of distribution. 
Perhaps the most striking conclusion is the fact that of the 
$66,000,000,000 worth of finished products placed in the hands of 
ultimate consumers, about $39,000,000,000, or roughly 59 per 
cent, represented costs of distribution. 

The last two chapters of this section should be particularly 
interesting to the student of marketing. The first of these dis- 
cusses government regulation of distribution including the recent 
federal and state laws, such as the Robinson-Patman Act, resale 
price maintenance statutes, et cetera. The sections dealing with 
the fundamental issues involved and the economic effects of recent 
legislation are particularly clear and valid. The second of these 
summarizing chapters of the factual findings attempts to list the 
reasons for the high costs of distribution and while no new ideas 
are suggested it is a clear exposition of those generally held by 
students of marketing. 

To the question posed in the title of the book the authors give 
a qualified ‘‘Yes.’’ The point is, however, made clear that since 
distribution of today is part of the competitive order, it is subject 
to all of the excesses and wastes of the system, a portion of which 
can be definitely blamed on the consumer. Only a small part 
of the costs of distribution seems to be due to excess gains by the 
retailers and wholesalers since together their average net profit 
is estimated at approximately 3 per cent. 

The last chapter, containing as it does conclusions and recom- 
mendations, occupies the least space, (0 pp.) yet is the most 
important and controversial section of the book. Briefly sum- 
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marized the program calls for first, increased consumer knowledge, 
which is to be attained largely with the aid of governmental 
agencies and educational institutions; second, for increased oper- 
ating information and more efficient performance from our mar- 
keting agencies, to be achieved by government studies and the 
wide establishment of training courses for distributors; and finally 
for the abolishment of competitive restrictions and governmental 
regulations which tend to freeze the distributive structure into 
its present mold and which interfere with the ultimate lowering 
of marketing costs. Included in this type of restriction and regu- 
lation are many of our recent federal and state statutes. Your 
reviewer would agree with the general objectives of these recom- 
mendations and yet oppose several of the specific methods sug- 
gested for their application. 

An interesting addendum to the book is found in the colored 
chart, enclosed in a pocket attached to the back cover. This is 
really a graphic presentation of the facts in the first ten chapters 
and shows the channels of distribution followed by goods from 
their basic sources of supply to the consuming markets, together 
with the price increases made as the commodities pass through 
the various marketing institutions. 

The book should be required reading for all those interested 
in costs of distribution, whether as consumers, business men, 
or students. 

University of Tennessee Exttwoop O. Dittz 


Accounting Requirements of the Securities and Exchange Commission. 
By B. Bernard Greidinger. New York: Ronald Press Co., 
1939. Pp. xviii, 517. $5.00. 

Since corporations talk to existing and prospective shareholders 
and bondholders through the language of accounting, it is natural 
that any form of governmental control of security issues should be 
concerned seriously with accounting principles and their applica- 
tion. It is clear, also, that the independent public accountant, 
as distinguished from accountants employed by corporations, must 
bear a peculiar responsibility to the various interested parties, 
but in particular to the public. However, even accountants who 
are presumed to be strictly independent sometimes prepare reports 
which are unduly favorable to their clients. The Securities and 
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Exchange Commission has been particularly diligent in its work 
of uncovering defects and errors in statements, with the result 
that it has set itself up as a kind of arbiter in matters involving 
accounting principles, and has undoubtedly exercised considerable 
influence in the formulation and restatement of accounting prin- 
ciples. 

A book which describes the work of the Securities and Exchange 
Commission with reference, in particular, to accounting require- 
ments, should be appreciated by all members of the accounting 
profession. Mr. Greidinger has labored to write such a book and 
has produced what the reviewer believes to be a thoroughgoing 
manual which adequately discusses the various aspects of account- 
ing as related to the commission's requirements. 

Essentially, the book is divisible into four parts: Chapters 1-5 
inclusive discuss such basic matters as requirements of the Securi- 
ties Act of 1933 and the Securities Exchange Act of 1934; basic 
forms; financial statements to be filled, their form and content. 
Chapters 6-12 inclusive discuss in detail the requirements of the 
commission relative to balance sheet construction. Chapters 13 
and 14 relace to the profit and loss statement. Chapters 15-17 
inclusive present a detailed explanation and description of ac- 
countants’ certificates, as these relate to the commission's re- 
quirements. 

The book is a compendium of detailed information useful to all 
concerned with matters of registration and interesting to all con- 
cerned with the practical application of accounting principles. 
Many topics receive not merely technical treatment, but also a 
breadth of consideration which places the book on a distinctly 
higher plane than can be accorded manuals which merely repro- 
duce laws, regulations, and rulings. 

A few minor typographical errors were noted; but in general the 
book leaves little to be desired as regards arrangement, bibliogra- 
phy, and index. It deserves a place in the accountant’s library. 

Louisiana State University Ear A. SALiers 


Accounting Concepts of Profit. By Stephen Gilman. New York: 
Ronald Press Co., 1939. Pp. xv, 635. $5.00. 
During the past decade there have been few publications in 
the field of general accounting theory, so that classes dealing with 
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this subject have been forced to turn to the periodicals for current 
material suitable for their use. Mr. Gilman’s present work ‘ts 
outstanding in its @xggnization and coordination of recent and 
standard discussions of accounting and contains an excellent 
summary of the thinking in the field combined with well sup- 
ported conclusions on the issues and problems involved. 

There is little question that determination of periodic income 
is the heart of accounting theory. The author attributes the 
newer emphasis on profits to the effects of the corporate structure 
in bringing to the front the interests of the investors. The dis- 
cussion is divided into these sections: accounting conventions, 
doctrines, rules, and principles; classification; expenditure and 
income; inventories; fixed assets; profit and loss statement; and 
valuation. The accounting period, the business entity, and valua- 
tion are advanced as accounting conventions. The discussion 
of principles contains an excellent summary and comparison of 
recent articles on the subject. After a thorough treatment of 
the history and merits of cost or market and a less extended analy- 
sis of the normal-stock methods, Mr. Gilman rejects them for 
ordinary accounting situations and holds that original cost best 
expresses the figure for cost of sales and the amount to be deferred 
to future operations. Profit and loss chapters include a welcome, 
though brief, treatment of the break-even point. In the sum- 
mary he makes an analysis of accounting profit and its significance 
and concludes that the accounting conventions of profit reporting 
may be compared in many respects with the body of the com- 
mon law. 

Accounting Concepts of Profit is a valuable addition to the out- 
standing volumes of Sprague, Hatfield, Paton, and Canning, and 
its value to economists, practicing accountants, and especially 
to instructors and students of accounting theory cannot be ques- 
tioned. The work is exceptionally well documented, but a con- 
centrated bibliography of the numerous citations would be a 
desirable addition. 

Louisiana State University C. T. Devine 


The Cotton Kingdom in Alabama. By Charles S. Davis. Mont- 
gomery, Ala.: Alabama State Department of Archives and 
History, 1939. Pp. vii, 233. $2.50. 
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The author of this excellent book has made historians and 
economists his debtors. He has written an interesting and 
instructive work, well-documented, with numerous graphs and 
maps, with a well-selected and classified bibliography, and with 
an analytical index. He has discussed the relations of cotton 
with other crops and industries so effectively that his book may 
almost be considered an economic history of Alabama previous to 
1860. More books comparable to The Cotton Kingdom in Alabama 
should be forthcoming. 

Chapter I discusses the geography, soil, and climate of Alabama 
and points out from the size of farms that the plantation developed 
little in the poorer lands to the east. Chapter II, ‘Immigration 
and Expansion,’’ discusses growth, but it also shows that there 
was little consolidation of holdings in the hilly regions of the 
north. In Chapter III Dr. Davis discusses plantation management, 
including, of course, the work of the overseer, who was expected 
to raise as much cotton as possible without damaging unduly the 
health of the slaves. In the next chapter, ‘‘Purchase and Care of 
Slaves,’’ the author discusses in detail the treatment of slaves, the 
intimate connection between their price and the price of cotton, 
and concludes with the rather surprising statement that the old 
slaves ‘‘probably had the most complete security of all classes in 
society."’ Chapter V discusses the law relative to slaves and com- 
ments on the great difficulty encountered by slaves in winning their 
freedom. Chapter VI, ‘“Transportation and Export of Cotton,” 
discusses transportation of cotton by wagon road, by river and 
canal, and by railroad, and compares Mobile and New Orleans 
in importance as export markets. 

Chapter VII, ‘“‘The Cotton Factor and Plantation Supply,”’ 
shows that some cotton planters became virtual slaves of the mer- 
chants and criticizes those planters for refusing to raise necessary 
foodstuffs and for using dishonest methods of packing, namely, 
putting good cotton on the outerside of the bale and placing dirt 
or trash in the middle of the bale or pouring several gallons of 
water on it to increase the weight. The last chapter, ‘Profits 
in Planting,’’ estimates 2,000 pounds of ginned cotton to the slave 
produced normally at a cost of 7.8 cents a pound. With cotton at 
eight cents a pound most planters made only a bare living. Nu- 
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merous southern papers, hoping for higher cotton prices, sug- 
gested the curtailment of production and even declared that ‘‘the 
difference between farmers and planters is that one supports a 
family and the other supports pride until pride gets a fall." Dr. 
Davis closes his admirable little book with a statement that from 
an economic viewpoint “‘it is not altogether certain whether or 
not slavery was a sound investment in Alabama.”’ 
University of Kentucky Wa ter W. JENNINGS 


Agriculture in Modern Life. By O. E. Baker, Ralph Borsodi and 
M. L. Wilson. New York: Harper and Brothers, 1939. Pp. 
vii, 303. $3.50. 

The chapters of this book are an outgrowth of a series of lectures 
given in the spring of 1938 at the second conference held by the 
Department of Contemporary Thought at Northwestern Uni- 
versity on distributive society and the possibilities of decentraliza- 
tion. Mr. Baker is author of the first ten chapters; Mr. Borsodi 
and Mr. Wilson contributed three chapters each. 

The authors treat the problem of agriculture from the human 
welfare point of view. Mr. Baker emphasizes the rural popula- 
tion problem, particularly as it relates to the excess of the rural 
population in the South, the migration to the cities, the relation 
of population to soil depletion and soil conservation, the costs 
of raising children and thus, the transfer of wealth from the coun- 
try to the city. He discusses population control and analyzes the 
various theories and the policies in operation. He speaks of 
the efforts Sweden is making along these lines but doubts a suc- 
cessful achievement. 

Mr. Baker states ‘“‘that in some way more families must be raised 
in a rural environment, where conditions are more favorable to 
family life than in our large cities." How can this be done when 
farm incomes are markedly substandard? He believes that it 
will be necessary for the farm family to take on, in part at least, 
some of the phases of the domestic system in which many of the 
products which the farm family now purchases will be produced 
on the farm. He senses the superior conditions that surround a 
strong family in rural communities over the urban. ‘‘The future 
of the nation appears to lie largely in the hands of the rural people. 
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Can they resist the disintegrating influences of certain aspects of 
urban culture and retain their familistic philosophy?” 

Great changes and adjustments will take place in rural life as 
population decreases. The demand, both foreign and domestic, 
for our commercial agricultural products will decline. What 
will the adjustments be? How will they effect the present mar- 
ginal and submarginal farmer? 

Mr. Baker sees difficulties ahead for our rural life. These 
will greatly affect our urban civilization. Whether we agree 
with Mr. Baker's suggested solutions or not we rf admit his 
contribution in pointing out the inevitability of a problem to 
be faced. 

The contents and philosophy of the three chapters written by 
Mr. Borsodi can readily be understood when we say that Mr. 
Borsodi is an agrarian. He apparently sees the confusion of a 
commercial agriculture and the production of goods primarily 
for the market. He advocates a return to the simple rural life 
where domestic production for home consumption is dominant. 

Mr. Wilson, apparently, is more hopeful of the future of Ameri- 
can rural life than are his co-authors. He gives us an excellent 
epitome of American agriculture and rural culture; he shows how 
the advances made by science have affected agricultural production 
and rural civilization. Finally, he points out the favorable pos- 
sibilities as well as the dangers that confront our agricultural 
people. He believes that commercial agriculture should continue, 
but with an increase of domestic production. 

The three authors make a joint contribution in the form of a 
dialogue of 15 pages on ‘“The Future of Rural Life.’’ It helps to 
make more clear the philosophy and position of the authors. 

The book has constructive suggestions, is thought provoking, 
stimulating, and is well worth the reading. 

George Peabody College for Teachers O. C. Autt 
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The decline in industrial activity which has been experienced 
throughout the country as a reaction to the war boom of last fall, 
has been less precipitous in Alabama than in the nation. The 
Standard Statistics index of industrial activity for the United States 
rose from 81.8 per cent of normal in August, 1939, to 99 per cent in 
December, a rise of 21 per cent. Since then the index has fallen 
to 86 per cent which presents a decline of 13.1 per cent. The 
industrial activity index for Alabama, computed by the Bureau of 
Business Research of the University of Alabama, rose from 104.2 
per cent in August to 120.7 per cent in December, or 15.8 per cent, 
and has since declined to 107.9 per cent in March, 1940. This 
decline of 10.6 per cent was temporarily halted in February. Both 
indexes are corrected for trend and seasonal variation. 

Outstanding during the first quarter of 1940 was the sustained 
production of steel ingots in Alabama in the face of a rapid decline 
in this field for the United States as a whole. Total production 
during the quarter was only 2.3 per cent below the record produc- 
tion achieved during the last three months of 1939. Coal and 
coke production shared in the high activity of the iron and steel 
industry, establishing for the first quarter of 1940 new ten-year 
records. Cotton consumption and pig iron production declined 
slightly from the record or near record peaks reached in the last 
quarter of 1939. Electric energy sales in Alabama continued to 
rise above a year ago and established a new high for the quarter. 

Building activity, as indicated by the value of building contracts 
awarded and by cement consumption, declined from the last quar- 
ter of 1939 as well as from a year ago. Employment and payrolls 
of reporting firms during the first quarter of 1940 are considerably 
improved as compared with a year ago and have declined very 
little from the end of 1939. 

Sales activity during the first quarter of 1940 is generally im- 
proved as compared with a year ago. The greatest improvement 
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was shown by new car sales which exceeded the first quarter of 
1939 by approximately 15 per cent. 

The Alabama Power Company has completed negotiations with 
the Tennessee Valley Authority for the transfer of certain of the 
Alabama Power Company properties in northern Alabama. The 
transfer is to be effective July 1, 1940. This company is also build- 
ing a steam plant at Mobile. 

The Tennessee Coal, Iron & Railroad Company has announced 
an expansion of the tin plate mill of its Fairfield plant. 

The merit system in Alabama, under the direction of Mr. I. J. 
Browder, Director of Personnal for the State of Alabama, is being 
put into operation. A complete set of job specifications for the 
state offices and positions which are being operated under the merit 
system has been prepared and published by the director. Exami- 
nations have been given in the lower grades of employment and 
will be given for the higher grades in the near future. Examina- 
tions have already been given for convict guards, stenographers, 
typists and the lower grades of clerical employees. In addition 
to the application of a merit system to state employees, the Jeffer- 
son County Personnel Board has continued its operations, appar- 
ently with a decrease in local opposition. Also, a merit system 
modeled after that of Jefferson County has been set in Mobile 
County to provide for the county officers, the city of Mobile and 
two smaller cities in the county. 

The University of Alabama has been cooperating with the Per- 
sonnel Board of Jefferson County and with the State Director of 
Personnel in the establishment of an apprenticeship system. Un- 
der the plans selected students will be placed with the cooperating 
agency for work during a six-month period, and will attend the 
university for six months. At present, arrangements have been 
made for two such apprenticeships with the Personnel Board of 
Jefferson County, two with the office of the Director of Personnel 
of the State of Alabama, and two with the Department of Indus- 
trial Relations of the State of Alabama. This really means that 
in each case four students will be employed on the program, or 
in other words, that two will be continuously at work with the 
cooperating agency because of the alternating feature of the plan. 

University of Alabama H. H. CuapmMan 
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FLORIDA 


The constitutionality of the 1935 Florida law authorizing the 
Florida Citrus Commission to fix minimum prices, based on cost 
of production, below which citrus fruit could not be purchased 
from the growers was challenged in the United States Supreme 
Court by a group of canners protesting against a price of 32 cents a 
box placed on grapefruit by the commission during the 1938-39 
season. A three-judge Federal Court had earlier granted an in- 
junction against the commission’s order. The majority opinion 
of the Supreme Court held that the lower court had not made find- 
ings of fact required by law before passing upon its constitution- 
ality and remanded it for further hearings if the motion for an 
injunction were pressed. The minority opinion held that “‘the 
Florida statute is obviously constitutional.”’ 

There have recently been several court actions of significance 
involving violations of the Federal Wages and Hours Act by Flor- 
ida enterprises. The Federal Circuit Court dismissed an injunction 
prohibiting the enforcement of the act which had been obtained in 
a District Court by six packers and canners of citrus fruit. The 
opinion of the Circuit Court, however, did not cover the question 
of the application of the act to the citrus packing and canning 
industry. In what were described as the first southern cases in- 
volving violations of the Wages and Hours Act to be tried before 
juries, a lumber company was acquitted and a produce company 
was convicted of violating the law. 

The licensing of drivers of motor vehicles in the state which 
began October 1, 1939, as a result of action taken by the last Gen- 
eral Assembly, yielded some $242,000 of revenueto March 1. Oper- 
ators of private cars are required to pay a fee of 50 cents a year and 
chauffeurs, one dollar. Funds so collected are used to support the 
State Highway Patrol. 

University of Florida Joun B. McFerrin 


GEORGIA 


The plight of those unfortunate Georgians who need aid butare 
unable to get on WPA or to secure some other form of federal aid 
is shown by the fact that less than $450,000 was devoted to general 
relief in Georgia in 1939 as compared with some $24,000,000 spent 
by WPA. The average general relief allowance per case was less 
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than $6 per month as compared with the average WPA wage of 
about $38 a month. Fortunately, people on general relief, as well 
as those on WPA, receive about $6 worth of surplus commodities 
per case (not per person) per month. This raises the total income 
per case on general relief to about $12 a month as compared with 
about $44 per month on WPA. 

The worst feature of the situation, however, is that only about 
one family in ten which needs general relief is getting even this 
low allowance of $12 a month. By the end of June, 1939, over 
130,000 applications for special (social security) assistance had 
been received. Of these, 52,000 had been approved and 55,500 
cases were pending, indicating a total in need of at least 80,000 
cases. Of these 80,000 cases only 27,000 were actually receiving 
special assistance, leaving 53,000 cases eligible for general relief. 
In addition there were about 40,000 cases eligible for WPA but 
unable to get on WPA. Some duplication between these groups 
exists, but they arelargely distinct. The total number of cases 
receiving general relief averaged about 6,500 during 1939. 

This situation is not new in Georgia. It has existed ever since 
the federal government turned general or home relief back to the 
states and local governments in 1935,and will probably continue 
until the federal government reassumes the function of providing 
general relief. Local authorities in Georgia, as in so many other 
states, have demonstrated that they are unwilling or unable to 
meet more than a very small fraction of the needs for general relief. 

The Georgia unemployment compensation fund began 1939 with 
a balance of $15,554,615, paid benefits of $3,239,655 to 59,298 
workers, and ended the year with a balance of $20,594,227. The 
average total benefit was less than $54 per worker. The large 
increase in the reserve fund indicates that the benefits might be 
either increased in amount or continued over a longer period of 
time. The relatively small number of workers who benefit from 
the act is also worthy of note. The present law covers only em- 
ployees of firms hiring eight or more workers. 

University of Georgia BurnuaM P. BeckwitH 


KENTUCKY 


The general appropriation bill to give effect to the executive 
budget was unanimously passed bythe 1940 General Assembly. 
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There was practically no discussion and there were no amendments. 
This is probably some sort of record. Though the Democrats had a 
safe working majority it is significant that there is a substantial 
Republican membership inthe body. Perhaps the essential reasons 
were the fairness of the budget and the fact that the Governor sub- 
mitted the estimates to the Legislative Council for advice before 
finally fixing them. 

Kentucky's chain tax was held unconstitutional by the Court 
of Appeals a short while before the legislative session. It wasfelt 
that any new measure, if it were to avoid the same fate, must be 
based upon the police power rather than upon the taxing power. 
Such a measure was, accordingly, enacted. It specifically regulates 
chain business primarily by means of a license scale, ranging from 
$25 for each store in the state on merchants either within or with- 
out the state operating two to five units to $200 for each store in 
Kentucky on those operating 250 or more stores. 

The General Assembly during the preceding administration had 
repealed a large number of occupational taxes and had provided 
that certain others cease to be effective June 30 of this year. The 
latter have been re-enacted with little change. They apply to 
vendors of manufactured tobacco, soft drinks, ice cream, and to the 
operation of restaurants, pool halls, and bowling alleys. 

Teacher retirement was begun with a $50,000 appropriation. 
It became effective July 1. Participating public school teachers 
may retire at age 60 and must retire at 70 on a life income ranging 
from $100 to $1000. 

A plan for retirement of judges of the Court of Appeals (the 
state’s highest court) was also approved. The terms seem gen- 
erous to a fault. 

Assistance to needy aged was increased $1,000,000 a year, bring- 
ing the total for that purpose to $4,500,000. The maximum 
monthly grant is now $30 instead of $15.The provision requiring 
recipients of old age assistance to give a lien on property they may 
inherit or find was repealed, and existing liens were cancelled. 
Additional assistance to dependent children and needy blind was 
also provided for. 

A soil conservation measure, considered by some to be perhaps 
the most important measure enacted, made provision for a program 
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estimated to cost the federal government from $2,500,000 to $3,000, 
ooo annually in Kentucky. 

Kentucky's Constitution permits the submission to the voters 
of only two amendments at one election. The following were 
selected for presentation in November: (1) that 10 per cent of the 
common school fund be distributed on other than a pupil census 
basis and (2) that communities so desiring be permitted to use voting 
machines. 

New labor law was made by three enactments. One of these 
amended the Workman’s Compensation Act passed in 1916. Death 
benefits were raised from $4,000 to $4,800, and total disability 
benefits from $6,000 to $7,500. 

An interesting jurisdictional problem facesthe Kentucky High- 
way Commission as a result of the construction of Gilbertsville 
Dam across the Tennessee River in the western partof the state. 
It will require about $600,000 to raise the approaches of the Egg- 
ners Bridge, a relatively new toll bridge, which is about 20 miles 
above the dam. The bridge is grouped with several other state- 
owned bridges in a funding arrangement which pools the revenue 
to meet bond interest and retirement charges. The Highway 
Commission feels that the T. V. A. should provide for the neces- 
sary reconstruction outlays. A bill to that effect has been intro- 
duced into the Congress. 

University of Kentucky RopMAN SULLIVAN 


LOUISIANA 


During the second semester there have been three meetings which 
social science people from practically all the Louisiana colleges 
have attended and appeared on one or more programs. The meet- 
ings were: Louisiana College Conference held early in March at 
Pineville, Louisiana, the Southwestern Social Science Association 
held during the Easter holidays at Dallas, Texas, and the Louisiana 
Academy of Science held in April, at Shreveport, Louisiana. Sev- 
eral topics of a regional nature were discussed at these conferences. 

Perhaps the most recent and far-reaching enterprise being devel- 
oped in Louisiana is that of making synthetic rubber from by- 
products of the petroleum industry. The process is well beyond 
the experimental stage. Preliminary plans for the construction 
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of about a $1,000,000 plant at Baton Rouge has been completed. 
This plant will not be able to produce enough rubber to affect the 
market nor will it consume any appreciable part of the available 
raw material. It will, no doubt, be followed by a great many 
larger plants. Some engineers have estimated that within five 
years large proportions of rubber will be manufactured in the 
United States. Since rubber is the largest single item of import 
into the United States, it is entirely possible that foreign trade will 
be greatly affected by the new industry. 

There is evidence that a complete success of the synthetic rubber 
idea will change the present plan of conservation of oil and greatly 
reduce the cost of producing both rubber tires and gasoline. 

A development of the synthetic rubber industry will call for a 
further development of the present plan of manufacturing steam 
and electrical power which are being so cheaply produced through 
the use of petroleum by-products. 

Louisiana State University S. A. CALDWELL 


MISSISSIPPI 


The Mississippi Legislature formally adjourned May 13. The 
adjournment brought to a close a session four months and eleven 
days in length—the third longest, and one of the most turbulent 
in the history of the state. Although the basic issues were not 
clearly defined, nevertheless, the traditional conflict between the 
planter and financial interests as opposed to the non-propertied 
and low-income interests were apparent throughout, with the latter 
in control. 

The appropriations for the 1940-42 biennium total $42,344, 
138.92. This represents an increase of $5,705,508.92 over the 
budget for the last biennium. The major new items in this in- 
crease consist of an appropriation of $1,250,000 to purchase free 
school books for the first eight grades in the public schools of the 
state, $1,500,000 for increase in the old age pension fund to pro- 
vide an increase in pensions from $7.50 per month to $12.50 to 
$15 per month, and $250,000 additional to the state’s hospital- 
ization program. 

The revenue increases call for an advance in the rates of the 
income tax. The first $2,000 of taxable net income is taxed at 3 
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per cent, the next $2,000 at 4 per cent, the next $2,000 at 5 per cent, 
the next $2,000 at 6 per cent, the next $2,000 at 7 per cent, and all 
in excess of $10,000 at 8 percent. The personal exemptions remain 
unchanged. They are $1,000 for single persons, $2,500 for married 
persons, and $400 for each dependent. 

A more important change in the basic structure of the income 
tax is in its application to corporations. In thepast corporations 
have been allowed a basic exemption of $1,000, the same as single 
persons. This change marks the first effective effort in this state 
to apply a different structure of income taxation to corporations 
from that to individuals. These two changes in the income tax 
are expected to net the state an additional revenue of $6,000. An 
increase in the franchise tax rate from $1.00 to $1.50 per $1,000 is 
expected to net an additional income of $250,000. 

The chain store tax structure has been changed, so that now the 
number of stores in the various brackets is determined, not by the 
number within the state, but wherever located throughout the 
entire chain system, in much the same manner as that used in 
Louisiana. This change anticipates an additional revenue of 
$75,000. 

A tax is also placed on installment purchase paper of } of 1 per 
cent for retail transactions and of 1} per cent for wholesale or floor 
plan transactions. This tax is expected to yield $150,000. A 
privilege tax on slot vending machines is expected to yield $150, 
ooo. As a combined conservation and revenue measure a 3 per 
cent severance tax was placed on timber with ananticipated yield 
of $30,000. The ad valorem tax on standing timber was repeated. 
With a view to more fundamental revisions in the revenue system, a 
committee of the Houseof Representatives wasappointed to study 
the revenue system of the state for the purpose of suggesting to the 
next session of the legislature reforms in the tax system through- 
out. 

The so-called ‘‘balance agriculture with industry’’ law enacted 
four years ago, which enables municipalities to grant property tax 
exemption for a period of 5 years to new industries and to provide 
buildings for them through bond issues floated by the municipali- 
ties, expires in June of the current year. The legislature refused 
to renew this law. 
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Within recent months considerable development has taken place 
in the oil business in Mississippi. The first oil well in the state 
was brought in on August 30,1939. Since that time 55 commercial 
wells have been brought in, and optimism is general with respect 
to future prospects in this particular industry. One area contains 
52 wells, and the fact that the others have developed in new fields 
indicate that the possibilities are not confined to a single field. 
Contract has been let for construction of the first refinery in the 
state. 

Improvements in agriculture are encouraging. Crop diversifica- 
tion and soil conservation are practised more this year than in any 
former years. A growing amount of interest is being taken in 
dairying and beef cattle production. This movement has been 
encouraged by a state farm resettlement program, patterned 
somewhat after the federal resettlement program, and by legisla- 
tive appropriations for a number of permanent stock and dairy and 
beef cattle shows in different parts of the state. 

University of Mississippi Roscoz ARANT 


NORTH CAROLINA 


The 1939 North Carolina General Assembly provided for the 
transfer of money from the highway fund to balance an anticipated 
deficit in the general fund this fiscal year. Recent statements is- 
sued by Governor Hoey indicate a 10.87 per cent increase in tax 
returns for the first 10 months of 1939-40 over the similar period 
last year. This increase will probably eliminate the necessity of 
fund transfer. Income tax returns set an all time high this year— 
over $11,000,000. Total receipts from all sources for 10 months 
of 1939-40 were $66,006,038. 

The newspapers carry notices that the American tobacco farmer, 
already hard hit by war restrictions on tobacco exports, hassuffered 
another setback with the imposition by Great Britain of the third 
increase in tobacco import duties. The duty now stands at about 
18 cents on a package of 20 cigarettes as compared with the United 
States excise tax of 6 cents. 

Building construction work in North Carolina shows an 11 per 
cent (March, 1940) increase in estimated cost of construction over 
the same period in 1939. Manufacturing employment (—1.69 
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per cent) and payrolls (—1.8 per cent) for March, 1940, are down 
slightly, while average hourly earning increased slightly (6.7 per 
cent) over the 1939 period. Industrial employment has improved 
relatively faster in the southern states than in the rest of the coun- 
try since the Wage and Hour Law became effective. 

Duke University J. Maynarp Keecu 


SOUTH CAROLINA 


The $40,000,000 state and federal Santee-Cooper project which 
is under way in South Carolina has been prominently brought 
before the public on several different occasions. After withstand- 
ing numerous lawsuits and overcoming a number of other obstacles, 
the mammoth development is at last under way on a large scale. 
It is reported that the largest earthen dam in the world will be 
constructed as a part of this project. 

One of the most interesting things to be observed at the present 
time in connection with the project is the novel types of machinery 
which are being used. For example, there is a forest clearing ma- 
chine which cuts trees and bushes and piles them into huge piles 
with no hand labor except that provided by the operator of the 
machine itself. Other machines are scooping clay and hauling it 
to the dam with a fleet of Diesel powered trucks with front wheels 
about ten feet high, on which are 30-inch pneumatic tires costing 
approximately $1,200 each. The rear wheels are somewhat smal- 
ler with a huge scoop between them. With the aid of a tractor in 
front and one behind this machine can scoop up about a half car- 
load of soil without loosening it; having loaded itself, it travels 
about 30 miles an hour to the place where its load is to be dis- 
charged. The whole thing reminds one of a dinosauer. If Phar- 
aoh had had something like that, he could have piled all of Egypt 
into one mound. 

A Community Development Institute will be established thissum- 
mer at the College of Charleston under the joint sponsorship of the 
Industrial Bureau of the Charleston Chamber of Commerce and 
the South Carolina Public Service Authority. It is designed to 
emphasize the community as the key to state prosperity and to 
extend guidance and instruction to civic groups seeking community 
development. The institute will hold a statewide business progress 
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clinic at the College of Charleston, beginning June 14, to give in- 
structions to representatives of business and civic groups of other 
localities who wish to join in the program for local progress. 
Frederick H. McDonald, industrial engineer of the South Carolina 
Public Service Authority, will be director of the Community De- 
velopment Institute and will be assisted by A. L. Geisenheimer, 
professor of economics in the College of Charleston. 
Clemson College G. H. Autti 


TENNESSEE 


A new publication, announced as a bi-monthly, made its appear- 
ance early this year under the name The Tennessee Planner. It is 
published by the Tennessee State Planning commission at Nash- 
ville. The first issue contains three articles on Tennessee: Indus- 
trial Frontier, Public Works Programming, and Local Planning 
in Tennessee. Books reviewed include Seven Lean Years by Woofter 
and Winston, Financing Government by Groves, and The Biography 
of a River Town by Capers. 

The State Planning Commission has recently completed a study 
of the improvements planned by local governments within the 
State for the six-year period 1939 to 1944 inclusive. The esti- 
mated cost of the projects listed is slightly more than $138,000,000, 
approximately half of which the communities hope to obtain from 
the federal government. Over half of the proposed expenditures 
would be for highways, bridges and streets. The study indicates 
that fewer school buildings will be constructed during the current 
six-year period than were constructed during the preceding four 
years. 

Tennessee cities have been hosts to several interesting confer- 
ences within recent months. The first annual assembly of the 
Southern Council on International Relations was held at Nash- 
ville March 28-29 and approved a three-point program advocating: 

1. That if invited, the United States should participate in a 
world conference for the organization of a just peace and that we 
accept our share of responsibility in an international organization 
for cooperation and peace among the nations. 

2. The Reciprocal Trade Agreements program should be ex- 
tended. 
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3. Good efforts toward good neighbor relationships among 
the United States and the Central and South American countries. 

The Southern Conference for Human Welfare met in Chattanooga 
April 14-16 under the chairmanship of Dr. Frank P. Graham, 
president of the University of North Carolina, who stated that 
the conference ‘‘takes its stand for equalization of educational 
opportunity in all the states, for the climination of discriminatory 
freight rates, and for the abolition of poll taxes as prerequisites 
for voting.’’ At the close of the conference the Thomas Jefferson 
award to the southerner who had contributed the most outstanding 
service in the field of human welfare during the past two years 
was presented to Dr. Will W. Alexander, head of the Farm Se- 
curity Administration. 

The Tennessee Bankers’ Association, which was organized in 
Memphis 50 years ago, held its Golden Jubilee Convention in that 
city May 7-8. Among the speakers were Frank N. Totten, vice 
president of the Chase National Bank and Dr. Paul F. Cadman, 
economist of the American Bankers’ Association. 

A regional conference on consumer education was held at 
George Peabody College May 17-18. Among the speakers were 
Leland J. Gordon of Denison University and Donald Montgomery 
of the Consumers’ Counsel Division in Washington. 

Memphis was the first city in the nation to inaugurate the cotton 
stamp system which operates on the same principle as the food 
stamp plan. The purpose of the program is to decrease the na- 
tion’s cotton surplus, provide people on public assistance programs 
with articles manufactured from cotton and increase employment 
in mills that process cotton. 

Southwestern Ratpx C. Hon 


VIRGINIA 


The budget bill enacted at the recent session of the Virginia 
General Assembly increased the appropriation for the support of 
public free schools for the biennium $2,500,000. This additional 
appropriation will enable the state to increase the present state- 
wide distribution of $500 per teaching unit (groups of from 25 to 
40 pupils) to $550 for the first year of the biennium and to $610 
for the second year. 
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This and other increased appropriations will be financed by a 
state tax on alcoholic beverages. The assembly also repealed the 
exemption of federal employees from payment of state income tax 
on compensation received for personal services. 

The general assembly made several amendments to the Unem- 
ployment Compensation Act. The most important of these 
amendments was that providing for merit rating in payroll taxa- 
tion. Effective in 1941, merit rating will reduce state payroll 
taxes by an estimated $3,500,000. Under the existing law the 
state tax is a uniform 2.7 per cent. Under merit rating it may not 
exceed 2.7 per cent and under certain conditions it may be as low 
as 0.7 percent. The actual rate of the tax will depend on the un- 
employment record of the individual employer, the state’s ex- 
perience in the payment of unemployment benefits, and the status 
of the unemployment compensation reserve fund. 

In previous reports the writer has discussed the nature and 
importance of industrial expansion in Virginia. Since the increase 
in industrial expansion continues at a rapid pace it has been de- 
cided that it is time to work out a well-planned program for 
guidance in future expansion. A program for research and 
planning has been outlined and the General Education Board has 
contributed approximately $176,000 to finance research over a 
three-year period. Of this amount $90,000 will be at the disposal 
of the Virginia State Planning Board for a population study; 
$48,000 to the McIntire School of Commerce of the University of 
Virginia to study the possibilities of increasing small industries 
in the state; and $38,000 to the Virginia Polytechnic Institute for 
a land-use study. 

University of Virginia Grorce T. STARNES 
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PERSONNEL NOTES 


C. P. Austin, associate professor of economics at Alabama 
Polytechnic Institute, has been employed by the Bureau of Agri- 
cultural Economics to make a study of fruit and vegetable markets 
and marketing conditions in the Southeast this summer. 

D. M. Beights, professor of accounting at the University of 
Florida, is visiting professor of accounting at the University of 
Texas during the first term of the summer session. 

James V. Bowen, dean of the School of Commerce and Business 
Administration, University of Mississippi, died March 5. 

Melvin G. de Chazeau will be on leave from the University of 
Virginia for six months beginning March 15, 1940. He will be 
engaged in one phase (government competition with the electric 
power industry, as exemplified by the T. V. A.) of the study now 
being undertaken by the Twentieth Century Fund, ‘‘Relation of 
Government to the Electric Power Industry.”’ 

M. Ben Cogburn, assistant professor of accounting at the Uni- 
versity of Florida, died April 13. 

Charles E. Crouch of the. Department of Business Administra- 
tion, Vanderbilt University, will be at the University of Colorado 
for the summer session. 

Wirth F. Ferger has resigned as associate economic adviser to 
the Secretary of Agriculture to accept the position of assistant 
director of the Division of Economics, Insurance, Warehousing 
and Transportation of the Commodity Credit Corporation, which 
was transferred to the Department of Agriculture. 

J. W. Fly, instructor in accounting at the University of Florida, 
is attending the University of Illinois this summer for graduate 
work. 

Roy L. Garis of the Department of Economics, Vanderbilt 
University, will teach at the University of Southern California 
during the summer. 

Louis Caldwell Galloway, professor of history and economics 
at Erskine College, died on April 23. 
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John H. Goff of Alabama Polytechnic Institute is assisting the 
Alabama Extension Service in the Southern Livestock Case 
pending before the InterstateCommerce Commission. During 
the summer he is also serving as consultant economist with the 
Transportation and Industrial Economics Division of the T. V. A. 

A. G. Griffin of Furman University will teach at Mercer Uni- 
versity this summer. 

Edwin C. Griffith, graduate student in the Department of 
Economics at the University of Virginia, has been appointed 
assistant professor of economics at Virginia Polytechnic Institute. 

Emory Q. Hawk, head of the Department of Economics at 
Birmingham-Southern College, will teach at the University of 
Virginia Summer School. 

C. Addison Hickman, assistant professor of business administra- 
tion, will be on leave of absence during 1940-41 to complete the 
work on his doctorate at the University of Iowa. Edward C. 
Furlong, Jr. is filling this vacancy. 

William T. Hicks has been transferred by the United States 
Department of Agriculture from the Forest Service to the Bureau 
of Agricultural Economics. He is now state representative of the 
Bureau of Agricultural Economics in South Carolina, engaged in 
over-all planning work for the department in cooperation with 
the Agricultural Experiment Station and Extension Service at 
Clemson, South Carolina. 

A. M. Hillhouse has resigned as professor of business and eco- 
nomics at Davidson College and has accepted a position at the 
University of Cincinnati. 

W. H. Joubert has returned to his position at the Florida State 
College for Women after a year’s leave of absence spent at the 
University of North Carolina working on his doctorate. 

Russell C. Larcom has been appointed director of the recently 
established School of Business at John B. Stetson University. 

A. P. Lerner of the London School of Economics served as visit- 
ing professor during the spring term at the University of Virginia. 

Richard A. Lester of the University of Washington will join the 
Department of Economics and Business Administration at Duke 
University this fall as assistant professor of economics. 

Eugene P. Link, professor of history and sociology at Limestone 
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College, is away on a yeat’s leave of absence to finish a project 
entitled ‘‘Early Democratic Societies and Their Work.” 

John L. Liles of the Alabama Extension Service is assisting the 
Alabama Extension Service in the Southern Livestock Case pend- 
ing before the Interstate Commerce Commission. 

Mary S. McCurdie, assistant professor of secretarial science at 
John B. Stetson University, is attending New York University 
this summer for graduate work. 

Raymond Nelson, graduate student in the Department of Eco- 
nomics at the University of Virginia, has been appointed instructor 
in economics at Virginia Polytechnic Institute. 

E. G. Rasmussen of the Department of Business Administration, 
Vanderbilt University, will teachthis summerat George Peabody 
College for Teachers. 

Fritz Redlich, head of the Economics Department of Mercer 
University, has received a grant from the Social Science Research 
Council toward the second volume of his History of American 
Business Leaders. He will do research work during the summer. 

George T. Starnes, associate professor of commerce and business 
administration at the University of Virginia, was recently elected 
President of the Virginia Social Science Association. 

James M. Stepp has accepted a position in the Department of 
Agricultural Economics and Rural Sociology at the South Caro- 
lina Experiment Station. Mr. Stepp will conduct research on 
the problems of small scale rural enterprises and their relation to 
rural standards of living. 

Carey E. Thompson, instructor in economics at Furman Uni- 
versity, has accepted the deanship of Amarillo College. He will 
take over his new duties there in September. 

W. G. Thornborough, Jr. has resigned a position in the De- 
partment of Business Administration at the Citadel in order to 
complete work for his doctor’s degree at Ohio State University. 

Truman Tracy, graduate student in the Department of Economics 
at the University of Virginia, has been appointed an instructor 
in the Department of Economics at the University of Illinois. 

J. V. Van Sickle of the Department of Economics, Vanderbilt 
University, has been a National Planning Board consultant to 
the Mississippi State Planning Commission since October 1, 1939. 
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B. O. Williams, professor of rural sociology and statistics, 
Clemson College, has resigned to accept a position at the Uni- 
versity of Georgia. 


NOTES 


The following officers were elected at the Twenty-Second 
Annual Meeting of the American Association of Collegiate Schools 
of Business held at the University of Texas April 18-20, 1940: 
President, J. Hugh Jackson, Stanford University; Vice-President, 
Charles C. Fichtner, University of Arkansas; and Secretary- 
Treasurer, Herluf V. Olsen; additional members of the Executive 
Committee, J. F. Pyle, Marquette University and Edward Wiest, 
University of Kentucky. Previously elected members of the 
Executive Committee with continuing terms are Arthur B. Adams, 
University of Oklahoma, Fayette G. Elwell, University of Wis- 
consin, Francis H. Bird, University of Cincinati and James B. 
Trant, Louisiana State University. 
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